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Announcements 

34-11406 Announcement of Responses from 
National Securities Exchanges with 
Respect to the Securities Exchange 
Commission’s Request for the Elim- 
ination of Rules and Practices Re- 
stricting Access to or Use of Quota- 
tion Information 

34-11410 Action Declaring Effective Amended 
Special Offering Plans of the De- 
troit, Boston and Cincinnati Stock 
Exchanges under the Securities Ex- 
change Act of 1934 


Opinion 
34-11396 in the Matter of Third National 
Corporation 

Order instituting administrative 
proceedings for omission to 
state material facts and Find- 
ings accepting offer of settle- 
ment. f 


Enforcement - 
LR-6863 US v. Ivan Alan Ezrine, et al. 
18 count indictment returned 
against 7 defendants in connec- 
tion with public offering of 








LR-6874 


34-11395 


common stock of Minute 
Approved Credit Plan, Inc. 

US v. Chess Wilburn Barr, III, et al. 
Guilty plea entered by L. C. 
Schiess and D. L. Hendrick- 
son in connection with sale 
of unregistered securities in 
stock of Barr Financial Ltd. 
Defendants sentenced to 
two-year prison terms and 
fined. 

US v. Acton, et al. 
Defendants sentenced in 
above-captioned matter in 
connection with transac- 
tions in the common stock 
of Pioneer Development 
Corporation. 

US v. Charles D. Erb and Frank- 

lin S. DeBoer 
Erb and DeBoer convicted for 
violation of securities laws in 
connection with offer and 
sale of common stock of 
XPrint Corporation. 


Notice of Adoption of Amend- 
ments to Rule 146 under the Se- 
curities Act of 1933, “Transac- 
tions by an Issuer Deemed not 
to Involve any Public Offering” 
Effective upon publication 
in the Federal Register. 


Notice of Proposal to Amend 
Forms S-5 and S-6 to Require 
Prospectuses of Variable An- 
nuity Separate Accounts to 
Include Hypothetical Illustra- 
tions (File No. S7-564) 
Comment period expires 
6/30/75. 
Adoption of Rule 17a-20 and 
Related Form X-17A-20, the 
Approval of Two Plans Sub- 
mitted Pursuant to Paragraph 
(a)(3) of Rule 17a-20, and the 
implementation of Other As- 
pects of the Program to Monitor 
the Impact of Rule 19b-3 which 
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Provides for the Elimination of 
Fixed Commission Rates 
Proposal to Amend Rule 17a-3 
(a)(12)(A)(8) to Modify the Re- 
quirement that Broker-Dealers 
Maintain a Record of all Arrests, 
Indictments or Convictions, other 
than Minor Traffic Offenses, of 
Associated Persons (File No. S7- 
563) 


34-11402 


The Index to Commission Decisions since July 1, 
1967 may be procured, without cost, from the 
Commission's Publication Section at 500 North 
Capitol Street, Washington, D. C. 20549. 
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FREEDOM OF INFORMATION ACT 
Release No. 5/May 6, 1975 


In the Matter of Request of 
MEDIC-HOME ENTERPRISES, INC. 


under the Freedom of Information Act for access to re- 
cords relating to private investigation 


DENIAL OF REQUEST FOR RECORDS 


On April 9, 1975, the Commission receive an appeal from 
the determination of the Commission’s Public Information 
Officer to deny a request for records pursuarz to the Free- 
dom of Information Act (FOIA), 5 U.S.C. 8552, made by 
counsel on behalf of Medic-Home Enterprises, Inc., a 
corporation which is currently the subject of a Commis- 
sion investigation. 1/ That request sought the disclosure 
of “the Report made by the staff of the Commission 

upon which an order was made by the Commission” 
directing the private investigation. 


In an important sense, this request misconceives the nature 
of the order entered by the Commission in connection with 
the investigation. Often referred to as a “formal order” for 
investigation, an order of this type reflects only the Com- 
mission's judgment that its staff be authorized to utilize 
subpoenas in a continuation of an inquiry into possible vio- 
lations of the securities laws that the Director of the Divi- 
sion of Enforcement or an Administrator of one of the 
Commission’s Regional Offices has already initiated. In this 
context, it is not the function of either the staff or the 
Commission to determine what the facts are but only what 
they appear to be, based upon evidence obtained by the 
staff. 


A staff memorandum recommending the grant of subpoena 
power through a “formal order” relates such evidence as 
is then known to the staff, the staff’s opinions as to what 
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facts that evidence tends to show, and what evidence 

it is expected might be uncovered by additional investi- 
gation through the use of subpoenas. In seeking disclo- 
sure of the staff’s memorandum to the Commission, 
counsel states that the subject of the investigation has 
resolved to cooperate with the Commission in its in- 
vestigation and that the availability of the memoran- 
dum would expedite the review of its activities and 
enable it to demonstrate to the satisfaction of the Com- 
mission that the staff memorandum recommending the 
investigation was in error and based on “inadequate” 
information. 


But we implicitly assume that at the time the “‘formal 
order” was entered the information known to the staff 
was “inadequate” as a basis for any firm conclusion or 
enforcement action; it was precisely because the Com- 
mission did not have information sufficient to make an 
informed enforcement judgment that the use of subpoenas 
was authorized. If the Commission should in the future 
institute enforcement action upon facts that counsel con- 
siders inadequate, his client will, of course, have an oppor- 
tunity in a proper forum to demonstrate that such is the 
case. 


The Commission is informed by the staff that this investi- 
gation is continuing and that no definitive judgment has 
yet been made whether to recommend to the Commission 
the institution of enforcement action. In these circum- 
stances, it is the Commission’s judgment that disclosure 
of such facts, opinions and recommendations as may be 
contained in intra-agency memoranda would “interfere 
with enforcement proceedings,”’ might tend to deprive 
the subjects of the investigation “of a right to a fair trial 
or an impartial adjudication,” and could ‘‘constitute an 
unwarranted invasion of [the] personal privacy” of per- 
sons being investigated. The record requested is, there- 
fore, exempt from the disclosure requirements of the 
FOIA by virtue of the seventh exemption. See 5 U.S.C. 
§552(b)(7) and Commission Rule 17 CFR 200.80(b) (7). 
2/ In addition, the opinions and recommendations con- 
tained in the memorandum are independently exempt 
from the Act's disclosure requirements by virtue of the 
fifth exemption. See 5 U.S.C. 8552(b)(5) and Commis- 
sion Rule 200.80(b) (5). 


Accordingly, IT {S ORDERED that the request of Medic- 
Home Enterprises, Inc. for access to the memorandum 

of the staff upon which the Commission determined to 
institute a private investigation be, and it hereby is, de- 
nied. 


For the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Medic-Home has disclosed, in its most recent proxy 
material mailed to shareholders, the fact that the Com- 
mission is investigating to determine whether the securi- 
ties laws have been violated. If public disclosure of the 
existence of an investigation had not already occurred, 
the Commission would have deleted identifying details 
in making this release public. 


2/ For an exposition of the Commission’s interpreta- 
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tion of the seventh exemption, see /n the Matter of Request 


of American Institute Counselors, Inc., Freedom of Informa- 


tion Act Release No. 3, April 24, 1975. 





FREEDOM OF INFORMATION ACT 
Release No. 6/May 8, 1975 


In the Matter of Request of 
BERNARD DEUTSCH 


for Investigatory Records Relating to Frigitemp 
Corporation 


DENIAL OF REQUEST 


On April 10, 1975, the Commission received the appeal of 
Mr. Bernard Deutsch from the Public Information Officer’s 
denial of his request, pursuant to the Freedom of Informa- 
tion Act (FOIA), 5 U.S.C. §552, for access to Commission 
records contained in an investigatory file relating to Frigi- 
temp Corporation. 


Based upon the investigatory file that Mr. Deutsch has re- 
quested, the Commission filed suit against Frigitemp and 
five individuals on March 28, 1973, 1/ alleging violations 
of Sections 5 and 17(a) of the Securities Act of 1933, 15 
U.S.C. 77e and 77q(a) and Section 10(b) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78j, and Rule 10b-5 
thereunder, 17 CFR 240.10b-5. On the same day, all de- 
fendants consented to the entry of an order permanent- 
ly enjoining them from further violations of the securities 
laws and granting the Commission certain ancillary relief. 


Although the Commission had not named Mr. Bernard 
Deutsch as a defendant in its civil action, following com- 
pletion of that case the Commission referred its files in the 
Frigitemp investigation to the Office of the United States 
Attorney for the Southern District of New York and on 
January 10, 1974, an indictment was returned by the grand 
jury against Mr. Deutsch and others. A trial in that case is 
now scheduled to begin in September, 1975. United States 
v. Deutsch, et al., S.D.N.Y., 74 Crim. 22. 2/ 


As we have previously discussed in /n the Matter of the 
Request of Lloyd William Sahley, FOIA Release No. 4 
(April 24, 1975) the rights of a defendant in a criminal 
trial to discovery of the government's case against him are 
governed by applicable rules of criminal procedure 3/ and 
statutes. 4/ The Freedom of Information Act was “not 
intended to give a private party indirectly any earlier or 
greater access to investigatory files than he would have 

had directly in ... [enforcement] litigation or proceedings.” 
5/ The legislative history of the recent amendment to the 
seventh exemption from the disclosure requirements of the 
FOIA, 5 U.S.C. §552(b)(7) [1974], reflects Congress’ con- 
tinuing concern that no harm be done to the government's 
enforcement efforts through premature release of informa- 
tion not possessed by adverse parties. 6/ Accordingly, it 
was appropriate for the Commission’s Public Information 
Officer to have denied access at this time to the requested 
investigatory records, which will apparently be relevant to 


the subject matter of the criminal trial. Disclosure of 
these records.at this time would “interfere with law 
enforcement proceedings.”’ See 5 U.S.C. $552(b)(7) and 
Commission Rule 17 CFR 200.80(b)(7) [1975] . 


Moreover, “any person”’ generally has a right to records 
under the FOIA without regard to his particular need. See 

5 U.S.C. §552(a)(3); Soucie v. David, 448 F.2d 1067, 1077 
(C.A.D.C., 1971). Thus, if Mr. Deutsch were found to be en- 
titled to access at this time under the FOIA, any other per- 
son would necessarily be entitled to obtain equal access to 
those records. If public disclosure were made of the investi- 
gatory records sought, particularly if disseminated in the 
press, this might tend to “deprive...{[Mr. Deutsch or other 
defendants] of a right to a fair trial or an impartial adjudi- 
cation” in the pending criminal case. See 5 U.S.C. $552 
(b)(7)(B), and Commission Rule 17 CFR 200.80(b)(7)(B) 
[1975] . On this basis also, the requested records are exempt 
from disclosure to “any person” under the Freedom of In- 
formation Act, including Mr. Deutsch. 


In addition to the exempted evidentiary material contained 
in the investigatory file, certain of the records requested 

are exempt from disclosure as inter- or intra-agency memor- 
anda. 5 U.S.C. §552(b)(5) and Commission Rule 17 CFR 
200.80(b)(5). To the extent that these memoranda contain 
factual portions that are not covered by that exemption, see 
Environmental Protection Agency v. Mink, 410 U.S. 73 
(1973), those segregable factual portions are exempt as in- 
vestigatory records for the reasons discussed above. 


Accordingly, 1T iS ORDERED that the request for investi- 
gatory records relating to Frigitemp Corporation be, and it 
hereby is, denied. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ SEC v. Frigitemp Corp., et al.,D.D.C., No. 596-73. 


2/ The Commission’s transmittal of these files to the U.S. 
Attorney raises a substantial question whether records 
that at present are beyond the Commission’s effective 
control can reasonably be considered to be records of 
this agency for purposes of the disclosure requirements 
and judicial review provisions of the Freedom of Infor- 
mation Act. In view of the Commission’s disposition of 
Mr. Deutsch’s appeal, the Commission has not found it 
necessary to consider this issue. 


3/ Seee.g., Rule 16 of the Federal Rules of Criminal 
Procedure. 


4/ See e.g., 18 U.S.C. §3500, the Jencks Act. 
5/ H.R. Rep. No. 1497, 89th Cong. 2d Sess. p. 11 (1966). 


6/ 120 Cong. Rec. S 9330, S 9337 (May 30, 1974) (Sen. 
Hart); /d. at S 19812 (November 21, 1974) (Sen. Hart). 
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FREEDOM OF INFORMATION ACT 
Release No. 7/May 8, 1975 


In the Matter of Request of 


PROJECT ON CORPORATE RESPONSIBILITY 


for access to investigatory records relating to Gulf 
Oil Corporation 


DENIAL OF REQUEST 


This appeal is from a determination by the Commission’s 
Public Information Officer to deny a request made by the 
Project on Corporate Responsibility (PCR) for: (1) docu- 
ments received or created in the course of the Commis- 
sion’s investigation of political campaign contributions 
and other alleyed diversions of corporate funds by Gulf 
Oil Corporation; (2) documents upon which were based 
certain of the allegations of the Commission’s complaint 
in SEC v. Gulf Oil Corporation, et al.,D.D.C., No. 75- 
0324. 


In essence, the Commission’s complaint filed in that 
action alleged that the defendants, Gulf Oil and Claude 
C. Wild, Jr., a former Gulf employee, had violated Sec- 
tions 13{a) and 14(a) of the Securities Exchange Act of 
1934 and rules promulgated thereunder by failing to dis- 
close in annual reports filed with the Commission and in 
proxy materials directed to Gulf shareholders that the 
defendants and others had created a secret fund of 
corporate monies for the making of unlawful political 
contributions and other purposes. Additionally, the com- 
plaint alleyed that Gulf Oil's financial statements filed 
with the Commission falsely described the net income 
and expense of the corporation and understated its as- 
sets. 


At the time the complaint was filed, defendant Gulf 
Oil consented to the entry of an order of permanent 
injunction which restrains it from further violations 

of Sections 13(a) and 14(a) of the Securities Exchange 
Act. The order also enjoins Gulf Oil from using cor- 
porate funds for unlawful political contributions or 
other similar unlawful purposes, from making materially 
false or fictitious entries in its books and records and 
from establishing or maintaining any secret or unre- 
corded fund of corporate monies or other assets or 
making payments or disbursements therefrom. 


As part of the order entered against it, Gulf Oil has 
undertaken to continue an internal corporate investi- 
gation by a Special Review Committee, which has been 
empowered to conduct such an examination as it deems 
necessary concerning the use of corporate funds for con- 
tributions, gifts, entertainment or other expenses related 
to political activity and other matters revealed in the 
course of earlier investigations. Additionally, Gulf Oil 
has undertaken to assure that the Special Review Com- 
mittee shall complete its inquiry within 90 days of the 
entry of judgment and shall prepare a written report for 
the Board of Directors within thirty days thereafter, 
filing the report with the Commission as an Exhibit to 
current report Form 8-K and with the court as part of 
the record of the action instituted by the Commission. 
The Board of Directors of Gulf Oil is then required in- 
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dependently to review and implement the report. 


Thus, under the terms of the order entered against Gulf, 
the investigation of its activities will continue, and the 
Commission has reserved the right to seek such further 
relief against the company as may appear necessary or 
appropriate should the Commission not be fully satisfied 
that Gulf has complied with and implemented the under- 
takings to which it agreed as part of the consent. More- 
over, the Commission’s civil action is still pending against 
Mr. Wild. In these circumstances, disclosure of the re- 
cords that comprise the Commission’s investigatory file 
relating to Gulf Oil Corporation would appear likely to 
interfere with pending or prospective law enforcement 
proceedings and to be an unwarranted invasion of the 
personal privacy of persons who may have been involved 
in the investigation but against whom no action has been 
brought. See 5 U.S.C. §552(b)(7) and Commission Rule 
17 CFR 200.80(b)(7). For an exposition of the Commis- 
sion’s views with respect to the disclosure of records con- 
tained in an active investigatory file, see /n the Matter of 
Request of |. Walton Bader, Freedom of Information 
Act Release No. 1, 6 SEC Docket 541 (April 3, 1975). 
In addition, certain of the records contained in the in- 
vestiyatory file are also exempt from disclosure as inter- 
or intra-agency memoranda. See 5 U.S.C. §552(b) (5) 
and Commission Rule 17 CFR 200.80(b)(5). 


The Commission appreciates that the Congress has em- 
bodied in the Freedom of Information Act a strong 
public policy in favor of the fullest possible disclosure 

of governmental records. In accordance with that policy, 
as the Commission has previously inciicated, once all en- 
forcement proceedings resulting from an investigation 
are concluded, the Commission will in all likelihood 

be willing to disclose all or substantially all of the eviden- 
tiary materials in its files. 1/ 


On the other hand, the Commission must also be sensi- 
tive to the need to protect the integrity of its enforcement 
efforts from possible adverse consequences of premature 
disclosure of evidence and the need to protect individuals 
from unwarranted invasions of personal privacy that might 
result, for example, from disclosure of raw investigation 
materials that include unverified charges and reflect un- 
resolved disputes of fact. These are concerns that the 
Congress explicitly recognized when it recently amended 
the exemption from the disclosure requirements of the 
Freedom of Information Act relating to investigatory 
records, 5 U.S.C. §552(b)(7). Significantly, the legislative 
history of these amendments indicates that the several 
bases for asserting the investigatory records exemption 

are to be construed in a flexible manner. 2/ 


Accordingly, 1T iS ORDERED that the request for in- 
vestigatory records relating to Gulf Oil Corporation be, 
and it hereby is, denied. 

By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Securities Act Release No. 5561, February 21, 1975, 
6 SEC Docket 286. 
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2/ See 120 Cong. Rec. $9330 (May 30, 1974) (Sen. Hart); 
120 Cong. Rec. $19812 (November 21, 1975) (Sen. Hart). 








SECURITIES ACT 





SECURITIES ACT OF 1933 
Release No. 5584/May 2, 1975 


FOREIGN RESTRICTED LIST 


Information has come to the attention of the Commission 
that investors in the United States are being solicited to 
purchase and are purchasing shares of common stock of 
Silver Stack Mines, Ltd., a Canadian corporation. No re- 
gistration statement has been filed or become effective 
pursuant to the provisions of the Securities Act of 1933 
covering these shares of stock. 


Accordingly, the Commission has placed Silver Stack 
Mines, Ltd. on the Foreign Restricted List, which is 
composed of foreign corporations and entitites whose 
shares are being offered in the United States without 
compliance with the registration requirements of the 
Securities Act of 1933. 





SECURITIES ACT OF 1933 
Release No. 5585/May 7, 1975 


NOTICE OF ADOPTION OF AMENDMENTS TO RULE 
146 UNDER THE SECURITIES ACT OF 1933, “TRANS- 
ACTIONS BY AN ISSUER DEEMED NOT TO INVOLVE 
ANY PUBLIC OFFERING” 


(Effective Date: Upon Publication in the Federal Regis- 
ter) 


The Securities and Exchange Commission announced 
today that it has adopted several amendments to Rule 
146, “Transactions by an Issuer Deemed Not to Involve 
Any Public Offering,”” which was effective for offerings 
commencing after June 10, 1974. Rule 146 was designed 
to provide more objective standards for determining when 
offers or sales of securities by an issuer would be deemed 
to be transactions not involving any public offering 
within the meaning of Section 4(2) of the Act and thus 
would be exempt from the registration provisions of the 
Act. The Commission believed that a rule creating great- 
er certainty in the application of the Section 4(2) exemp- 
tion is in the public interest for two reasons. First, such 

a rule should deter reliance on that exemption for offer- 
ings of securities to persons who are unable to fend for 
themselves in terms of obtaining and evaluating informa- 
tion about the issuer and in certain situations, of assum- 


ing the risk of investment. These persons need the protec- 
tions afforded by the registration process. Second, such a 
rule should reduce uncertainty to the extent feasible and 
provide more objective standards upon which responsibile 
businessmen may rely in raising capital in a manner that 
complies with the requirements of the Act. 


The amendments adopted by the Commission are intended 
to clarify, and in some instances to modify, Paragraph (c) 
of the Rule, “Limitations on Manner of Offering’; Para- 
graph (e) of the Rule, “Access to or Furnishing of Informa- 
tion” for non-reporting companies; Paragraph (f) of the 
Rule, “Business Combinations,” and Paragraph (g) of the 
Rule, “Number of Purchasers.’’ The purpose of the amend- 
ments is to decrease burdens on issuers in complying with 
the Rule, consistent with Section 4(2) of the Act and the 
protection of investors. Because Rule 146 has been sub- 
ject to extensive public comment and the amendments re- 
late to areas that were generally the subject of such com- 
ment, and because the amendments will have the effect of 
making the rule available in more situations, the Commis- 
sion has determined that publication for comment is not 
necessary and that the amendments can be adopted effec- 
tive upon publication in the Federal Register. 


Subparagraph (c)(3), “Limitations on Manner of Offering” 


Paragraph (c) of Rule 146, “Limitations on Manner of 
Offering,’ provides that neither the issuer nor any person 
acting on its behalf shall offer, offer to sell, offer for sale, 
or sell the securities that are part of the offering made 
pursuant to the Rule by means of any form of general 
solicitation or general advertising. Subparagraph (c)(3) pro- 
vides that written communications addressed only to per- 
sons who are qualified offerees within the meaning of Sub- 
paragraph (d)(1) will be deemed not to be a form of gener- 
al advertising or solicitation if each communication contains 
an undertaking to provide the information specified by Sub- 
paragraph (e)(1) on request. 


Questions have been raised about the undertaking require- 
ment in Subparagraph (c)(3) because it appears to require 
an undertaking to provide information in all written com- 
munications relating to the offering. Upon reconsidera- 
tion, and in light of the comments received, the Commis- 
sion has decided to delete the requirement that in order 
to be deemed not to be general advertising or solicitation, 
written communications must contain an undertaking to 
provide specific information upon request. This require- 
ment was designed to discourage general solicitation which 
is not permitted under the Rule. However, this provision 
created an unnecessary burden, e.g., even if an offeree de- 
cided not to purchase, the issuer would still be required 
to send information to him. Moreover, the Rule provides 
protections against general solicitation in that it requires 
that the issuer and any person acting on its behalf have 
reasonable grounds to believe prior to making an offer 
that the offeree has the requisite knowledge and experi- 
ence or can bear the economic risk of the investment. 
Further, the Rule is not available where there is a scheme 
or plan to evade the registration provisions of the Act. 


Therefore, the Commission is amending Subparagraph (c) 
(3) to delete “and the communication contains an under- 
taking to provide the information specified by Subpara- 
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graph (e)(1) on request” and is also amending the Note to 
Subparagraph (e)(3) to delete the reference to the under- 
taking made pursuant to Subparagraph (c)(3). 


Subparagraph (e)(1), “Access to or Furnishing of In- 
formation” 


Subparagraph (e)(1) of the Rule requires that each offeree 
either have access to certain information about the issuer or 
be furnished with such information. The “furnishing” re- 
quirement is deemed to be met if the issuer provides cer- 
tain specified information to the offeree or his offeree re- 
presentative, depending on whether the issuer is a report- 
ing company under the Exchange Act (Subsection (a)) or 
a non-reporting company (Subsection (b)). Subsection (b) 
now requires a non-reporting issuer, in order to meet the 
“furnishing of information” test, tc supply “the informa- 
tion that would be required to be included in a registra- 
tion statement filed under the Act on the form which the 
issuer would be entitled to use, provided, however, that 

if the issuer does not have the audited financial state- 
ments required by such form and cannot obtain them 
without unreasonable effort or expense, such financial 
statements may be provided on an unaudited basis.” 


The application of the provisions in Subsection (b) has 
raised certain questions; for example, whether the finan- 
cial schedules called for by Part I! of the registration 
statement would be required to be furnished and whether 
the complete financial statements would need to be fur- 
nished, either on an audited or unaudited basis. Based on 
experience to date with the Rule, the benefits of includ- 
ing such information appear to be outweighed by the 
burdens on issuers in providing it. To give some flexi- 
bility, Subsection (b), as amended, allows the issuer to 
omit details or employ condensation if, under the cir- 
cumstances, the omitted information is not material, and 
the condensation does not render the statements made 
misleading. The issuer would have the burden of proof 
that any such omissions are not material and that the con- 
densations do not render the statements made misleading. 
The Commission has also amended Subsection (b) to pro- 
vide that Regulation A financial statements may be fur- 
nished if audited and unaudited financial statements in 
the form required by a registration statement are not avail- 
abie without unreasonable effort or expense and also that 
the financial schedules required in Part || of a registration 
statement need not be provided if they have not been pre- 
pared. It should be noted in connection with this provision 
that the Commission does not consider the Regulation A 
offering circular to be a “registration statement filed 
under the Act” even if the issier would be entitled to use 
Regulation A for its offering. 


Paragraph (f), “Business Combinations” 


Paragraph (f) relating to business combinations uses the 
same definition of “business combination” as that in Rule 
145 under the Act, including reclassifications, mergers and 
consolidations, and acquisitions of assets through share- 
holder vote. Commentators have noted that an exchange 
of stock is a common way of effecting a business combina- 
tion and that it may be preferable for business reasons to 
use such an exchange. They have noted, however, that 
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although Rule 146 has special provisions for Rule 145 
type transactions, it would treat exchanges of stock like 
non-business combination offerings, thereby imposing 

a somewhat more restrictive standard on such exchanges. 


At the time of adoption of the Rule, the Commission con- 
sidered whether exchange offers should be included in the 
definition of “business combination,” but decided that in 
an exchange offer the issuer has a choice of offerees and 
therefore does not need the special provisions of Para- 
graph (f). However, the Commission has reconsidered 

this position and now believes that it is preferable not to 
distinguish among different types of business combinations 
when the result is the same, as long as there is adequate pro- 
tection for investors. Therefore, the Commission is amend- 
ing Subparagraph (f)(1) to expand the definition of “‘busi- 
ness combination” for the purposes of the Rule to include, 
in addition to transactions of the type specified in Para- 
graph (a) of Rule 145, exchanges of stock inc!uding the 
type described in Section 368(a)(1)(B) of the Internal 
Revenue Code, commonly known as “‘B reorganizations.” 


Present Subparagraphs (f)(3) and (f)(4) have been amended 
to reflect the inclusion of exchange offers in the business 
combination paragraph. In the case of a Rule 145 type 
transaction, the issuer’s belief that the offeree is qualified 
must exist at the time the plan is submitted to security 
holders for a vote; in the case of an exchange offer, the 
belief must exist immediately prior to the sale. 


Paragraph (g), “Number of Purchasers” 


Paragraph (g)(1) of the Rule provides that “there shall be 
no more than thirty-five purchasers” in any offering pur- 
suant to the Rule. This would mean that the issuer, even 
if it had exercised good faith and reasonable care in de- 
termining how many purchasers there were, would lose 
the Rule if the issuer had sold securities to thirty-five 
persons and one of the purchasers had deceived the issuer 
and had in fact purchased the securities for other accounts. 
This appears to the Commission to be too stringent. The 
Commission is therefore amending Paragraph (g)(1) to 
provide that ‘the issuer shall have reasonable grounds to 
believe, and after making reasonable inquiry, shall be- 
lieve” that there are no more than thirty-five purchasers. 


The Commission has also amended the note to Subdivi- 
sion (g)(2)(i) to clarify its meaning. The notes was in- 
tended to mean that the issuer has to satisfy all the pro- 
visions of the Rule with respect to all purchasers, whether 
or not they are included in computing the number of pur- 
chasers for the purposes of paragraph (g). The amendments 
should correct any misunderstanding of the note. 


Text of Amendments to Rule 146 
[Changes in Italics] 


Rule 146. Transactions by an Issuer Deemed Not to Involve 
Any Public Offering. 


(a) - (b) [No change] 


(c) Limitation on Manner of Offering. Neither the issuer 
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nor any person acting on its behalf shall offer, offer to 
sell, offer for sale, or sel! the securities by means of any 
form of general solicitation or general advertising, includ- 
ing but not limited to, the following: 


(1) [No change] 
(2) [No change] 


(3) Any letter, circular, notice or other written commun- 
ication, except that if Subparagraph (d)(1) is satisfied as 

to each person to whom the communication is directed, 
and-the -commiuniceatien-eontains-entindertaking +0 -provide 
the-infermation speettied by Subparageph-(e}1+on+e- 
quest, such communication shall be deemed not to be a 
form of general solicitation or general advertising. 


(d) [No change] 
(e) Access to or Furnishing of Information. 
NOTE: [No change] 


(1)(i) [No change] 


(1)(ii)/a) [No change] 


(1)(ii)(b) in the case of all other issuers, the information 
that would be required to be included in a registration 
statement filed under the Act on the form which the 
issuer would be entitled to use, provided, however, that: 


A. the issuer may omit details or employ condensation 
of information if, under the circumstances, the omitted 
information is not material or the condensation of infor- 
mation does not render the statements made misleading. 


NOTE: The issuer would have the burden of proof to 
show that, under the circumstances, the omitted informa- 
tion is not material and that any condensation does not 
render the statements made misleading. 


B. if the issuer does not have the audited financial state- 
ments required by such form and cannot obtain them 
without unreasonable effort or expense, such financial 
statements may be furnished on an unaudited basis, pro- 
vided that if such unaudited financial statements are not 
available and cannot be obtained without unreasonable 
effort or expense, the financial statements required by 
Regulation A under the Act may be furnished. 


C. if the financial schedules required by Part I! of the 
registration statement have not been prepared, they need 
not be furnished. 


(1)(ii)(c) [No change] 
(2) - (3) [No change] 


NOTE: Information need not be provided and opportunity 
to obtain additional information need not be continued to 
be provided to any offeree or offeree representative who, 
during the course of the transaction, indicates that he is 
not interested in purchasing the securities offered, or 
exeept Ht the ease -of-any tindertaking made -ptrrsiant to 
Subperegraph+te}(3}.- to whom the issuer or any person 


acting on its behalf has determined not to sell the securities. 
(f) Business Combinations. 


(1) The term “‘business combination” shall mean any 
transaction of the type specified in Paragraph (a) of 

Rule 145 under the Act and any transaction involving 

the acquisition by one issuer, in exchange solely for all 

or a part of its own or its parent’s voting stock, of stock 

of another issuer if, immediately after the acquisition, 

the acquiring issuer has control of the other issuer (whether 
or not it had control before the acquisition). 


(2) [No change] 


(3) For purposes of Paragraph (f) only, the issuer and any 
person acting on its behalf, after making reasonable in- 
quiry shall have reasonable grounds to believe, and shall 
believe, at the time that any plan for a business combina- 
tion is submitted to security holders for their approval, 
or in the case of an exchange, immediately prior to the 
sale, that each offeree either alone or with his offeree 
representative(s) has such knowledge and experience in 
financial and business matters that he is or they are cap- 
able of evaluating the merits and risks of the prospective 
investment. 


(4) In addition to information required by Paragraphs 

(e) and (f)(2), the issuer shall provide, in writing, to each 
offeree at the time the plan is submitted to security hold- 
ers, or in the case of an exchange, during the course of 
the transaction and prior to the sale, information about 
any terms or arrangements of the proposed transaction 
relating to any security holder that are not identical to 
those relating to all other security holders. 


(g) Number of Purchasers. 


(1) The issuer shall have reasonable grounds to believe, 
and after making reasonable inquiry, shall believe, that 
there are no more than thirty-five purchasers of the se- 
curities of the issuer from the issuer in any offering pur- 
suant to the Rule. 


NOTE: [No change] 
(2) [No change] 


NOTE: The issuer Aas to satisfy all the provisions of the 
rule with respect to a// purchasers whether or not they 
are included in computing the number of purchasers 
under Subdivision (g)(2) (i). 


(h) Limitations on Disposition. 


[No change] 


The amendments to Rule 146 are adopted effective upon 
publication in the Federal Register, pursuant to the Se- 
curities Act of 1933, as amended, particularly Sections 
4(2) and 19(a). 


The Commission finds that the amendments to the rule 
described herein are technical or generally have already 
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been subject to recent public comment, that they generally 
make the rule less restrictive, and that notice and other rule- 
making procedures pursuant to the Administrative Procedure 
Act are not necessary. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5586/May 9, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8784/May 9, 1975 


NOTICE OF PROPOSAL TO AMEND FORMS S-5 AND 
S-6 TO REQUIRE PROSPECTUSES OF VARIABLE 
ANNUITY SEPARATE ACCOUNTS TO INCLUDE 
HYPOTHETICAL ILLUSTRATIONS (File No. S7-564) 


On July 30, 1974, the Securities and Exchange Commission 
published notice (Securities Act Release No. 5516, Invest- 
ment Company Act Release No. 8438) that it had under 
consideration an amendment of the Statement of Policy, 
which would permit investment companies issuing variable 
annuity contracts to employ standardized illustrations 
based on hypothetical investment results in sales literature 
and prospectuses. All interested persons were invited to 
comment on the proposal. 


Having considered all of the comments and suggestions 
received, the Commission determined to adopt new para- 
graph (s) of the Statement of Policy, together with sample 
tables and charts, in the form set forth in Securities Act Re- 
lease No. 5582 (Investment Company Act Release No. 8772), 
April 28, 1975. The new paragraph (s), along with the 

sample illustrations, is attached as an appendix to this Re- 
lease. 


In addition to requesting comment on the form of the 
proposed illustrations, the notice of the proposed amend- 
ment to the Statement of Policy (Securities Act Release 
No. 5516, Investment Company Act Release No. 8438, 
July 30, 1974) stated that: 


“the Commission is also considering requiring 
prospectuses for variable annuity contracts to 
include standardized illustrations as set forth in 
this amendment in order to facilitate contract 
comparisons and to further the statutory objec- 
tives of full and fair disclosure, and therefore 
requests comment on this possibility.” 


Standardized illustrations, as adopted in the Statement of 
Policy, could materially assist investors in understanding 
the operation of the variable annuity contract, including the 
effects of costs on investment returns, and in comparing 
aggregate charges among the various contracts offered. 


If illustrations in standardized form are permitted under 
the Statement of Policy, but not required of all issuers, 
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investors may not have this valuable information, and their 
ability to make comparisons among contracts may be im- 
paired. Therefore, the Commission proposes to amend 
Forms S-5 and S-6 under the Securities Act of 1933 to 
require that, over time, hypothetical illustrations which are 
in accordance with the Statement of Policy, be introduced 
into variable annuity separate account prospectuses. 


The action proposed by the Commission would amend 
Form S-5 by adding a new paragraph 4 entitled ‘‘Variable 
Annuity Illustrations” to Part |, Information Required in 
the Prospectus, 1/ and would amend Form S-6 by adding 
a new subparagraph (b)(3) to Instruction 1, /nstructions 
As to the Prospectus. The language of each of the new pro- 
visions would be identical, as follows: 


“Any prospectus or post-effective amendment to 

the prospectus filed by a variable annuity separate 
account after December 31, 1975, shall contain 
hypothetical illustrations of investment results which 
are in accordance with the Commission’s Statement 
of Policy under the Securities Act of 1933 regarding 
advertising and sales literature, as amended April 28, 
1975, and as subsequently amended.” 


The amendments are proposed pursuant to Sections 6, 7, 
10, and 19(a) of the Securities Act of 1933. 


All interested persons are invited to submit written com- 
ments in triplicate to be received not later than June 30, 
1975, to George A. Fitzsimmons, Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. 
Please refer to File No. S7-564. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ The present paragraph 4, ‘‘Financial Statements and Ex- 
hibits” under Part //. Other information. would accord- 
ingly be renumbered paragraph 5. 


* * * * * 


AMENDMENT TO THE STATEMENT OF POLICY 


It will be considered materially misleading hereafter for 
sales literature -- 


(s) With respect to any variable annuity contract, to use 
any illustration based on hypothetical investment results 
which is inaccurate in factual detail or tends to create a 
false or misleading impression as to any material aspect 
of the variable annuity contract or the hypothetical nature 
of the illustration. Illustrations which conform to the 
“Approved Illustrations,” described below, samples of 
which are set forth in the Appendix, will not be regarded 
as materially false and misleading in the absence of facts 
or circumstances which make such illustrations or their 
use in fact, false and misleading in a particular case. 


(1) Approved illustrations should be preceded by a general 
discussion of how a variable annuity combines the risks of 
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investment with uncertainty as to how long one will live. 
It should include the following factors which affect the 
value of the contract: 


(i) The investment return of the separate account; 

(ii) The various charges and decutions; 

(iii) The mortality table on which the contract is based; and, 
(iv) The taxes paid by the insurance company. 


(2) Approved illustrations should include a separately head- 
ed brief discussion of the impact of taxes on the results of 
an investment in a variable annuity including, to the extent 
applicable: 


(i) Insurance company taxes; 
(ii) Personal income taxes; and 
(iii) State premium taxes. 


Such discussion should also set forth the extent, if any, that 
the illustrations give effect to state premium taxes. 


(3) Approved illustrations should contain the following 
information about the contract which is illustrated, to the 
extent applicable: 


(i) Issue age and sex; 


(ii) The amount and the total of the monthly purchase 
payments, or the amount of the single purchase payment; 


(iii) The daily charge at an annual rate against the assets 
of the separate account and a statement that this charge 
does not include deductions for insurance company taxes; 


(iv) A statement explaining how the daily charge against 
the assets of the separate account, used in constructing the 
illustration, might vary in the future and a reference to re- 
levant prospectus disclosure; 


(v) Age at commencement of annuity payments for a 
deferred annuity; 


(vi) The annuity payout option; 


(vii) The annuity purchase rate for a deferred annuity or 
the periodic annuity payment based on the assumed inter- 
est rate for an immediate annuity; and 


(viii) The assumed interest rate of the contract. 


(4) Approved illustrations of the accumulation period of a 
deferred variable annuity contract should contain the follow- 
ing, in substance: 


(i) A statement that after any deductions for insurance 
company taxes, the illustrations assume that the separate 
account earns hypothetical investment returns of 0%, 4%, 
and 8%, compounded annually and that the differences 
between the hypothetical investment returns and the effec- 
tive returns shown in Sample Table A-1 result from the 
charges and deductions made during the accumulation 


period; 
(ii) A statement in bold face type making clear that: 


A. The illustrations are not intended to provide an esti- 
mate of actual or expected redemption values; 


B. Actual redemption values will vary with the actual in- 
vestment experience which depends, in part, on the invest- 
ment objectives and policies of the separate account as are 
set forth in the current prospectus; and 


C. No investment result is guaranteed and redemption 
values or annuity payments could be less than shown under 
0%. 


(iii) A tabular presentation listing total purchase payments, 
hypothetical redemption values, and effective rates of re- 
turn at the end of the Ist, 2d, 5th, 10th, and 20th years 
based on hypothetical investment returns of 0%, 4% and 
8% in that order; 


(iv) A statement that the “effective rate of return” is the 
return realized by an individual who redeems his contract 
during the accumulation period; 


(v) A statement, if appropriate, that the “effective rates 

of return” during the accumulation period do not take into 
account the value to the contractholder of the protection 
against loss of purchase payments or the mortality and 
expense guarantees, which should be considered when mak- 
ing this type of investment; and 


(vi) A statement, if appropriate, that if the contractholder 
should die during the accumulation period, the company 
guarantees to return either purchase payments or the re- 
demption value, whichever is greater, at stated ages and/or 
durations. 


(5) Approved illustrations of the annuity payout period 
of a variable annuity contract should contain the following, 
in substance: 


(i) If the contract is an immediate variable annuity, a state- 
ment that after any deductions for insurance company taxes, 
the illustrations assume the separate account earns hypothe- 
tical investment returns of 0%, 4%, and 8%, compounded 
annually, and that the differences between the hypothetical 
investment returns and the group effective returns shown 

in Sample Table B-1 result from the charges and deductions 
made and the mortality table used by the company. 


(ii) A statement in bold face type making clear that: 


A. The illustrations are not intended to provide an esti- 
mate of actual or expected annuity payments; 


B. Actual annuity payments will vary with the actual in- 
vestment experience which depends, in part, on the invest- 
ment objectives and policies of the separate account as 
are set forth in the current prospectus; and 


C. No investment result is guaranteed and annuity pay- 
ments could be less than shown under 0%. 


(iii) A tabular presentation listing the first, 60th, 120th, 
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180th and 240th monthly annuity payments and the group 
effective return, based on hypothetical investment returns 
of 0%, 4%, and 8% in that order; 


(iv) A statement that the ‘group effective return” does 
not indicate the return that any one individual receives; 
instead it provides a means of measuring charges during 
the annuity payout period from the point of view of a 
large group of annuitants whose lifespans are assumed 
to follow a standardized mortality table. It should also 
contain a statement that by eliminating the effect of in- 
dividual differences in longevity, the group effective re- 
turn provides a point of reference for measuring the 
effects of direct charges on payments as well as any 
indirect charges or benefits resulting from the use by 
issuers of different mortality tables. 


(6) Illustrations of the following variable annuity contracts 
are permitted: 


(i) A periodic payment deferred variable annuity, issued 
at age 45, with purchase payments of $50 per month over 
a 20 year accumulation period and with monthly annuity 
payments commencing at age 65 for a period of 10 years 
certain and life thereafter; 


(ii) An immediate variable annuity issued at age 65 with a 
purchase price of $10,000 and monthly annuity payments 
for a period of 10 years certain and life thereafter. 


The illustration should be based on the sex of the prospec- 
tive annuitant. If it is included in a prospectus, the contract 
should be illustrated for both male and female lives during 
the annuity period. 


In addition, any other annuity payout option involving vari- 
able payments may be illustrated for the contracts described 
in items (i) and (ii) of this section provided such an illustra- 
tion accompanies an illustration of a payout option with 
monthly annuity payments continuing for a period of ten 
years certain and life thereafter. 


(7) The tabular portion of any approved illustration should 
be limited to that which is prescribed in items (4) (iii) and 
(5) (iii) of this paragraph (s). 


(8) If the approved illustration is not contained in a cur- 
rent prospectus, it should be accompanied or preceded by a 
current prospectus. 


(9) The text, detail and arrangement of an approved illus- 
tration should be substantially as shown in Sample Illustra- 
tions A and B in the Appendix, whichever is applicable. 


(10) An approved illustration of the annuity payout period 
of a variable annuity contract may also contain a chart ex- 
pressing as effective rates of return the aggregate annuity 
payments which would be received by an individual, assum- 
ing various lifespans. Attached to it should be a discussion 
which indicates how individual returns depend on: 


(i) The hypothetical investment returns of the separate 
account; 


(ii) Longevity; and 
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(iii) The annuity payout option selected. 


A sample chart and a discussion of it are contained in Sample 
Illustration C. The questions and answers attached to it are 
merely one form of explaining the material contained in the 
chart; other forms are also permissible. 


(11) For the purpose of this paragraph (s), the following de- 
finitions apply: 


(i) Deductions from the Separate Account for Insurance 
Company Taxes means any charges against (or possibly 
credits to) the separate account under the provision for the 
federal income tax liabilities of the insurance company, in- 
cluding amounts set aside in the separate account as a re- 
serve for taxes or any such tax charges expressed as a con- 
stant percentage of assets. 


(ii) The Daily Charge at an Annual Rate Against the Assets 
of the Separate Account refers to the average percentage 
charge, per accumulation unit (or per annuity unit during 
the annuity period), against the assets of the separate ac- 
count and/or any underlying fund. This average percentage 
charge should be based on actual percentage charges which 
pertain to the contract being illustrated, averaged over the 
past three years. However, if the formula specifying the 
charges against the assets of the separate account and/or 
any underlying fund has changed, the average percentage 
charge should be determined as if the current formula was 
in effect over the past three years. The average percentage 
charge should include the management fee, the mortality 
and expense risk charge, and any other charges not includ- 
ed in the management fee such as auditing and legal ex- 
penses, director's fees, or registration fees. However, it 
should not include deductions from the separate account 
for insurance company taxes. 


(iii) Annuity Payout Option refers to the types of life or 
non-life variable annuities available under a particular 
variable annuity contract or under different contracts 
offered by the same issuer. 


(iv) Annuity Purchase Amount refers to the final value of 
the accumulation account for a deferred annuity or the 
total purchase price of an immediate annuity. 


(v) Annuity Purchase Rate refers to the amount of the 
first monthly annuity payment per $1,000 of the final 
value of the accumulation account for a deferred variable 
annuity. If the annuity purchase rate varies with the cal- 
endar year of retirement or the calendar year of birth, the 
annuity purchase rate should be used which would be ap- 
Proriate assuming that the issue age was attained during 
the calendar year the illustration is presented. 


(vi) Assumed Interest Rate refers to the constant net 
investment return which the separate account would 
have to earn in order for the annuity payments to remain 
constant, at the level of the first monthly annuity pay- 
ment. 


(vii) Hypothetical Investment Returns of 0%, 4% and 8% 
refers to the assumption of three separate constant hypo- 
thetical investment returns for the separate account, at 
rates of 0%, 4%, and 8%, compounded annually, which 
represent returns after any deductions from the separate 
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account for insurance company taxes but before the daily 
charge at an annual rate against the assets of the separate 
account. 


(viii) Hypothetical Redemption Values refers to the 
amounts an investor would receive upon redemption of 
the variable annuity during the accumulation period, 
assuming a hypothetical investment return of 0%, 4% 
or 8%. 


(ix) Hypothetical Annuity Payments refers to the annuity 
payments which a contractholder would receive assuming 
a hypothetical investment return of 0%, 4% or 8%. 


(x) Effective Rate of Return Realized by an Individual 
Over a Specified Number of Years During the Accumulation 
Period means the return, expressed in terms of an annually 
compounded rate, that the purchase payments would have 
to earn in order to accumulate to an amount equal to the 
hypothetical redemption value at the end of the specified 
number of years, assuming no charges or deductions. 


(xi) Group Effective Return means the return, expressed 
in terms of an annually compounded rate, that the aggre- 
gate annuity purchase amount paid by all the members of 
the group would have to earn in order to provide the hypo- 
thetical annuity payments to each member of the group 
according to the terms of the contract, assuming the group 
members live and die according to the 1971 Individual An- 
nuity Mortality Table, which is contained in the “Transac- 
tions of the Society of Actuaries” Volume XXIII, pp. 475- 
550, and assuming no charges or deductions. 


(xii) Aggregate Annuity Payments Which Would Be Re- 
ceived by an Individual, Assuming He Dies at a Specified 
Age, Expressed as an Effective Rate of Return means the 
return, in terms of an annually compounded rate, that the 
annuity purchase amount paid by the contractholder would 
have to earn in order to provide him (or his heirs) with the 
hypothetical annuity payments according to the terms of 
the contract, assuming he dies at the specified age. This 
computation assumes the annuity payments represent a 
return of both principal and investment earnings and 
should be distinguished from the interest or dividend yield 
which does not include a return of principal. For a non-life 
annuity providing variable installments over a fixed number 
of years, the rate of return realized by an individual con- 
tractholder will not be affected by the date of his death 
since he or his heirs will always receive the variable install- 
ment payments over the fixed number of years. 


(xiii) A Chart Expressing as Effective Rates of Return the 
Aggregate Annuity Payments which Would Be Received by 
an Individual, Assuming Various Lifespans refers to a chart 
of effective rates of return based on the aggregate annuity 
payments which an individual would receive, plotted on a 
continuous basis, for each possible age at death after 
commencement of the annuity until age 95. For a straight 
life annuity, rates of return of less than -15% should not 

be portrayed. For a non-life annuity providing variable 
installments over a fixed number of years, this chart should 
be replaced by a table listing the three rates of return 
realized by an individual over the entire, fixed payout 
period, based on the three hypothetical investment returns 
of 0%, 4% and 8%. 


A Deferred Variable Annuity 
Sample Illustration A 
General Description of the Contract 


A variable annuity, like an investment in any other security, 
involves risks. It combines risk regarding the investment re- 
turn on a portfolio of equity securities with uncertainty as 
to how long one will live. 


A deferred variable annuity, such as the one illustrated be- 
low, may encompass 40 years. Therefore, many changes 
in the securities markets, long-term economic trends, and 
an individual’s health may occur during this period. 


Unlike a fixed annuity, a variable annuity cannot guarantee 
a definite return or any return. Among other things, its 
value will be affected by: 


* 


the investment return of the separate account, 


the selling expenses and charges deducted from 
payments and from the account; 


the mortality table on which the contract is based; 
and 


the taxes paid by the insurance company. 


Because different charges are assessed throughout the life 
of the contract in different ways, it is often easier to under- 
stand the combined effect over time of all charges on the 
value of a contract through the use of illustrations which 
assume various constant rates of growth. 


The illustrations shown below assume that after any deduc- 
tions for insurance company taxes, the variable annuity 
separate account earns hypothetical investment returns of 
0%, 4% and 8% compounded annually. The differences be- 
tween the hypothetical investment returns and the effec- 
tive returns shown in Sample Table A-1 result from the 
charges and deductions made during the accumulation 
period. Such illustrations are hypothetical and cannot be 
used to estimate what any particular payment or return 
would be under the contract. 


Taxes 


State Premium Taxes: No effect has been given to State 
premium taxes in the illustration. Such taxes vary from 
state to state in both amount and point in time assessed. 
Premium taxes could reduce the number of dollars avail- 
able for investment in the separate account. 


Insurance Company Taxes: \nvestors should be aware 

that the tax liability of the insurance company which spon- 
sors this contract can have a significant effect on the value 
of the investment. 


Personal Income Taxes: \n addition, if an investor redeems 
any part of his account in excess of the amount paid, such 
excess will be subject to taxation at ordinary income rates. 


See the section on Taxation in your prospectus for more 
details. 
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Illustration of the Accumulation or “Pay-in Period’ 


The ability to continue to make payaments when due will 
materially affect the value of your account. This illustra- 
tion portrays a deferred variable annuity issued to a 45 year 
old man. It assumes purchase payments of $50 per month 
or a total of $12,000 over a 20-year accumulation period. 


The $50 monthly purchase payments are subject to various 
deductions for sales and administrative expenses. 1/ In addi- 
tion, the investment return of the separate account is 
reduced by a daily charge for investment management 

and mortality and expense risks. 2/ 


The illustrations for the accumulation period are intended to 
illustrate only how these various costs and charges reduce 
hypothetical returns over time. They do not provide any 
information about the effects of investment risks, the mor- 
tality table used or insurance company taxes. 


THE ILLUSTRATIONS ARE NOT INTENDED TO PRO- 
VIDE AN ESTIMATE OF ACTUAL OR EXPECTED 
REDEMPTION VALUES. 


THESE WILL VARY WITH ACTUAL INVESTMENT 
EXPERIENCE WHICH DEPENDS, IN PART, ON THE 
INVESTMENT OBJECTIVES AND POLICIES OF THE 
SEPARATE ACCOUNT AS ARE SET FORTH IN THE 
CURRENT PROSPECTUS. 


NO INVESTMENT RESULT IS GUARANTEED AND 
REDEMPTION VALUES COULD BE LESS THAN 
SHOWN UNDER 0%. 


1/ Deductions from purchase payments are set forth on 
pp. of the current prospectus. 


2/ The daily charge against the assets of the separate ac- 
count will not exceed 1.00% on an annual basis as pro- 
vided under the expense guarantee of the contract. See 
pp. of the current prospectus for the details of the 
expense guarantee. The mortality guarantee covers the 
guarantee of the annuity purchase rate at retirement. 


The Accumulation Period — 


Sample Table A-1 below, lists the redemption values at 
the ends of the 1st, 2d, 5th, 10th, and 20th years, for each 
of the hypothetical investment returns. Because of the var- 
ious charges and decutions, an investor who surrenders 

his contract would not receive the full 0, 4, or 8% hypo- 
thetical investment return. Instead, he would receive the 
“effective rate of return” shown in the table. 


Effective rates of return do not take into account the 
value to the purchaser of 


(1) protection against loss of purchase payments ie he dies 
during the accumulation period; 


(2) the benefit of expense guarantees; and 
(3) annuity purchase rate guarantees 


which should be considered when making this type of 
investment. 


IMustration of the Annuity or “Payout Period” 


The illustration of the annuity or payout period assumes 
that the final value of the accumulation account is applied 
at age 65 to purchase a life annuity for a period of 10 years 
certain and life thereafter. 


Under the terms of the contract the first monthly annuity 
payment would be $6.44 per $1,000 of the final value of 
the accumulation account. This dollar amount is based, in 
part, on the “‘assumed interest rate”’ of the contract which 
is 3.5%. Subsequent monthly payments will vary depend- 
ing primarily upon the investment experience of the sepra- 
rate account. 


If the investment return of the separate account after ex- 
penses and deductions should be equal to the “‘assumed 
interest rate” of 3.5%, the subsequent monthly annuity 
payments would remain constant, at the level of the first 
monthly annuity payment. If this return exceeds 3.5%, 
monthly annuity payments would increase; if it were less 


Effective Rates of Return 


(Sample Table A-1) 


0% Hypothetical Return 





4% Hypothetical Return 8% Hypothetical Return 














bn Redemption Effective Rate Redemption Effective Rate Redemption Effective Rate 
Years Payments* Value of Return Vaiue of Return Value of Return 
1 $ 600 $ 528 -21.35% $ 540 -18.02% $ 551 -14.68% 
2 1,200 1,051 -12.20% 1,095 - 8.51% 1,140 - 4.81% 
5 3,000 2,588 - 5.78% 2,863 - 1.84% 3,164 2.10% 
10 6,000 5,049 - 3.46% 6,175 -57% 7,586 4.59% 
20 12,000 9,615 - 2.27% 14,442 1.81% 22,399 5.85% 


*Payment Upon Death: If a contract holder should die during the accumulation period, the company guarantees to return either 


total purchase payments or the redemption value of the account, whichever is greater. 
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than 3.5%, they would decrease. 


Table A-2 below, lists the first monthly annuity payment 
at age 65 based on the final value of the accumulation ac- 
count, and subsequent monthly annuity payments at ages 
70, 75, 80, and 85, assuming continuation throughout the 
annuity payout period of the same hypothetical investment 
return earned during the accumulation period, reduced by 
the 1.00% annual asset charge. 


THE ILLUSTRATIONS ARE NOT INTENDED TO PRO- 
VIDE AN ESTIMATE OF EXPECTED FUTURE AN- 
NUITY PAYMENTS. 


THESE WILL VARY WITH ACTUAL INVESTMENT Ex- 
PERIENCE WHICH DEPENDS, IN PART, ON THE IN- 
VESTMENT OBJECTIVES AND POLICIES OF THE 
SEPARATE ACCOUNT AS ARE SET FORTH IN THE 
CURRENT PROSPECTUS. 


NO INVESTMENT RESULT IS GUARANTEED AND 
ANNUITY PAYMENTS COULD BE LESS THAN 
SHOWN UNDER 0%. 


Group Effective Returns 


The effects of charges for the annuity or payout period 

and differences in result due to the mortality table used 
are shown by the “group effective returns” contained in 
sample Table A-2 below. They do not indicate the mar- 

ket risks or the effect of the insurance company’s taxes 

on the return. 1/ 


Group effective returns are the effective rates of return, 
after expenses, which would be achieved during the an- 
nuity period by a large group of annuitants whose life- 
spans are assumed to follow a standardized mortality 
table. 


They are not intended to show the return which would 
be realized by any particular individual during the pay- 
out period. That will depend upon his longevity and the 
payment option he chooses. Actual results for an indi- 
vidual would be different from those realized by a large 
group. 


By eliminating the effects of individual differences in 
longevity, group effective returns provide a point of re- 
ference for measuring the effects of direct charges on 
payments as well as any indirect charges or benefits re- 
sulting from the use by issuers of different mortality 
tables. 


An investor should consider the value of 

(1) the promise to pay at regular intervals as long as he 
lives the periodic value of a specified number of annuity 
units; : 
(2) the benefit of expense guarantees; and 


(3) annuity purchase rate guarantees 


when making this type of investment. 


1/ Seep. of the prospectus for explanation of how the tax 
liability of the insurance company related to the investment 
experience of the separate account can significantly affect 
annuity payments. 


Annuity Period-Group Effective Returns 


(Sample Table A-2) 





0% Hypothe- 4% Hypothe- 8% Hypothe- 
Age __ tical Return tical Return tical Return 
65 $62 $93 $144 
70 50 91 168 
75 40 88 198 
80 32 86 233 
85 26 84 274 

Group Effective Returns 
-.8% 3.1% 7.0% 


An Immediate Variable Annuity 
Sample Illustration B 
General Description of the Contract 


A variable annuity, like an investment in any other security, 
involves risks. It combines risk regarding the investment 
return on a portfolio of equity securities with uncertainty 
as to how long one will live. 


The immediate variable annuity illustrated below encom- 
passes a 20 year period. It could involve an even longer 
period. Therefore, many changes in the securities markets, 
long-term economic trends, and an individual's health may 
occur during this period. 


Unlike a fixed annuity, a variable annuity cannot guarantee 
a definite return. Among other things, its value will be 
affected by: 


* the investment return of the separate account; 


* the selling expenses and charges deducted from the 
payment and from the account; 


* the mortality table on which the contract is based; 
and 


the taxes paid by the insurance company. 


Because different charges are assessed throughout the life 
of the contract in different ways, it is often easier to under- 
stand the combined effect over time of all charges on the 
value of a contract through the use of illustrations which 
assume various constant rates of growth. 
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The illustrations shown below assume that after any deduc- 
tions for insurance company taxes, the variable annuity 
separate account earns hypothetical investment returns of 
0%, 4% and 8% compounded annually. The differences be- 
tween the hypothetical investment returns and the group 
effective returns shown in Sample Table B-1, result from 
the charges and deductions made and the mortality table 
used by the company. Such illustrations are hypothetical 
and cannot be used to estimate what any particular pay- 
ment or return would be under the contract. 


The illustrations portray a $10,000 single payment immedi- 
ate variable annuity, issued to a 65 year old man with an- 
nuity payments for a period of 10 years certain and life 
thereafter. The amount deducted from the purchase pay- 
ment for sales and administrative expenses would be $737.- 
70, 1/ leaving a net amount invested of $9,262.50. 2/ 


Under the terms of the contract, the first monthly annuity 
payment would be $61.80. This dollar amount is based, in 
Part, on the “assumed interest rate” of the contract which 
is 3.5%. Subsequent monthly payments will vary depend- 
ing primarily upon the investment experience of the sepa- 
rate account. 


If the investment return of the separate account after ex- 
penses and deductions should be equal to the “‘assumed 
interest rate” of 3.5%, the subsequent monthly annuity 
payments would remain constant at the level of the first 
monthly annuity payment. If the investment return ex- 
ceeds 3.5%, monthly annuity payments would increase; 
if the investment return were less than 3.5%, they wouid 
decrease. 


Taxes: Investors should also be aware that the tax liability 
of the insurance company which sponsors this contract can 
have a significant effect on the value of the investment. See 
the section of Taxation in your prospectus. 


1/ Deductions from purchase payments are set forth on 
pp. of the current prospectus. 


2/ Premium taxes: The $10,000 is assumed to be the 
amount remaining after any deductions for State premium 
taxes. No effect has been given to State premium taxes in 
the illustration. Such taxes vary from state to state in both 
amount and point in time assessed. Premium taxes could 
reduce the number of dollars upon which the initial an- 
nuity payment is based. (See pp. of the current prospec- 
tus for a more detailed illustration of State premium taxes.) 


Illustration of the Annuity or “Payout Period” 


Sample Table B-1 below lists the first monthly annuity 
Payment at age 65 and subsequent monthly annuity pay- 
ments at ages 70, 75, 80, and 85, assuming continuation 
throughout the annuity payout period of the same hypo- 
thetical investment return earned during the accumulation 
period, reduced by a 1.00% annual asset charge which pays 
for investment management and expense guarantees. 1/ 


THE ILLUSTRATIONS ARE NOT INTENDED TO PRO- 
VIDE AN ESTIMATE OF EXPECTED FUTURE AN- 
NUIT Y PAYMENTS. 
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THESE WILL VARY WITH ACTUAL INVESTMENT EX- 


PERIENCE WHICH DEPENDS, IN PART, ON THE INVEST- 


MENT OBJECTIVES AND POLICIES OF THE SEPARATE 
ACCOUNT AS ARE SET FORTH IN THE CURRENT PRO- 
SPECTUS. 


NO INVESTMENT RESULT IS GUARANTEED AND AN- 
NUITY PAYMENTS COULD BE LESS THAN SHOWN 
UNDER 0%. 


Group Effective Returns 


The effects of charges for the annuity or payout period and 
differences in result due to the mortality table used are 
shown by the “group effective returns’ contained in Sample 
Table B-1 below. They do not indicate the market risks or 
the effect of the insurance company’s taxes on the return. 2/ 


Group effective returns are the rates of return, after expen- 
ses, which would be achieved during the annuity period by 
a large group of annuitants whose lifespans are assumed to 
follow a standardized mortality table. 


They are not intended to show the return which would be 
realized by any particular individual during the payout 
period. That will depend upon his longevity and the pay- 
ment option he chooses. Actual results for an individual 
would be different from those realized by a large group. 


By eliminating the effects of individual differences in longev- 
ity, group effective returns provide a point of reference for 
measuring the effects of direct charges on payments as well 
as any indirect charges or benefits resulting from the use by 
issuers of different mortality tables. 


An investor should consider the value of 

(1) the promise to pay at regular intervals as long as he 
lives the periodic value of a specified number of annuity 
units; 

(2) the benefit of expense guarantees; and 

(3) annuity purchase rate guarantees 


when making this type of investment. 


1/ See the current prospectus for an explanation of these 
guarantees. 


2/ Seep. of the prospectus for explanation of how the 
tax liability of the insurance company related to the invest- 
ment experience of the separate account can significantly 
affect annuity payments. 


(Sample Table B-1) 





0% Hypothe- 4% Hypothe- 8% Hypothe- 
Aae_ tical Return tical Return tical Return 
65 $62 $62 $62 
70 50 60 " ea 











75 $40 $59 $ 85 

80 32 57 100 

85 25 56 118 
Group Effective Returns 

-1.3% 2.6% 6.5% 


The Basic Annuity ““Trade-Off” 
Sample Illustration C 


An annuity guarantees that payments will be continued at 
regular intervals for the lifetime of the annuitant. For a 
fixed annuity the amount of these payments is definite; 
for a variable annuity the amount of the payments will be 
indefinite, fluctuating with the value of the separate ac- 
count. 


In making a decision to purchase a variable annuity and to 
receive such lifetime payments, an investor gives up other 
uses of his principal (excpet to the extent that the contract 
guarantees a minimum number of payments). Anyone con- 
templating how he will provide for his retirement should 
understand this trade-off. 


Of course, no chart can indicate, in advance, the effective 
investment return anyone will receive. But by assuming that 
gross hypothetical returns of 0%, 4% and 8% are earned by 
the separate account, Chart C-1 shows how the rate of re- 
turn the individual receives will vary depending upon his 
longevity and the annuity payout option he selects. 


Investors should consider the effect of this pooling feature 
of the contract — that lower returns for shorter lifespans 
permit higher returns for longer lifespans — when making 
this type of investment. 


Sample Explanation for Chart C-1 


(1) How Individual Returns Depend on the Hypothetical 
Investment Returns of the Separate Account 


How does the return an individual receives for the $10,000 
immediate variable annuity illustrated in Sample Table B-1 
vary for different hypothetical investment returns of the 
separate account? 


A. Sample Table B-1 illustrates the amounts of the month- 
ly annuity payments, assuming hypothetical investment re- 
turns of the separate account of 0%, 4%, and8%. 


If the annuitant should live to age 85 he would receive 
aggregate annuity payments totaling $9,854 for a 0% 
hypothetical return; $14,077 for a 4% hypothetical re- 
turn; and $20, 827 for an 8% hypothetical return. 


Chart C-1 shows that if the annuitant lives to age 85 the 
aggregate annuity payments he receives would represent an 
effective rate of return of -.19% for a 0% hypothetical re- 
turn; 3.76% for a 4% hypothetical investment return; and 
7.71% for an 8% hypothetical investment return. 


(2) How Individual Returns Depend on Longevity 





How does the return an individual receives from the $10,000 
immediate variable annuity illustrated in Sample Table B-1 
vary depending upon his longevity? 


A. For any given hypothetical investment return, the re- 
turn received by an individual increases the longer he lives 
because the number of annuity payments he receives is 
greater. For example, for an 8% hypothetical return, if the 
annuitant should live 10 years he would receive aggregate 
annuity payments totaling $8,738. These payments repre- 
sent an effective rate of return of -2.45% on the $10,000 
invested. 


If he should live to age 90, he would receive aggregate 
annuity payments totaling $28,515 for an 8% hypothetical 
return. These annuity payments represent an effective rate 
of return of 9.16% on the investment of $10,000. The high- 
er returns for the longer lifespans and the lower returns for 
the shorter lifespans reflect the pooling feature of a variable 
annuity. 


(3) How Individual Returns Depend on the Annuity Payout 
Option Selected 





How is the return an individual receives from the $10,000 
immediate variable annuity illustrated in Sample Table B-1 
affected by the fact that the lifetime annuity payments 
continue for a period of at least 10 years? 


A. For a 10 year certain annuity, the annuitant or his heirs 
will always receive the variable annuity payments for at 
least 10 years. For example, for an 8% hypothetical re- 
turn, the annuity payments illustrated in Sample Table B-1 
total $8,738 over the first 10 years. These payments repre- 
sent a -2.45% effective rate of return on an investment of 
$10,000. Chart C-1 shows that the return received by an 
individual is not less than -2.45% for an 8% hypothetical 
return, even for lifespans of less than 10 years. 


For a straight life annuity, where all annuity payments 
cease upon the death of the annuitant, the effective rate 
of return could be less than -2.45% for lifespans of less 
than 10 years. However, for longer lifespans, the effective 
rate of return for a straight life annuity would be higher 
than the return for a 10 year certain annuity. 
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SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11395/May 2, 1975 


ANNOUNCEMENT OF THE ADOPTION OF RULE 172- 
20 AND RELATED FORM X-17A-20 UNDER THE SE- 
CURITIES EXCHANGE ACT OF 1934, THE APPROVAL 
OF TWO PLANS SUBMITTED PURSUANT TO PARA- 
GRAPH (a)(3) OF RULE 17a-20, AND THE IMPLEMEN- 
TATION OF OTHER ASPECTS OF THE PROGRAM TO 
MONITOR THE IMPACT OF RULE 19b-3 WHICH PRO- 
VIDES FOR THE ELIMINATION OF FIXED COMMIS. 
SION RATES 


The Commission today announced the adoption of Rule 
17a-20 and related Form X-17A-20, the approval of two 
plans submitted pursuant to paragraph (a)(3) of Rule 17a- 
20, and the implementation of other aspects of the pro- 
gram to monitor the impact of Rule 19b-3 which provides 
for the elimination of fixed public commission rates on ex- 
change transactions after May 1, 1975. 1/ 


Background 


In announcing adoption of Rule 19b-3 prohibiting ex- 
changes from fixing commission rates, the Commission 
recognized the significant concern expressed by many re- 
sponsible persons in the securities industry regarding the 
effect of competitive commission rates and undertook: 


“to take steps to provide appropriate increased 
monitoring of the activities of brokers, and their 
financial condition and operations as well as pos- 
sible shifts in patterns of trading for some period 
subsequent to May 1, 1975, in order to assure that 
the objective of the Act, including the protection 
of investors and the maintenance of fair and order- 
ly markets, are upheld during any transitional 
phase.” 2/ 


The purpose of the monitoring program is to enable the 
Commission to keep itself informed as to significant develop- 
ments during the transition to competitive commission rates 
and to assist others in keeping informed. The Commission 
does not propose to engage in regualting the pricing prac- 
tices of member firms. Indeed, one purpose of eliminating 
fixed rates is to terminate that type of regulation. Member 
firms, of course, will continue to have responsibilities as 
agents and will continue to be subject to the provisions of 
the Securities Exchange Act, which, speaking generally, re- 
quire adequate disclosure and fair dealing. Fiduciaries will 
also continue to be subject to the obligations inherent in 
that status. 


Adoption of Rule 17a-20 and Related Form X17A-20 


After consideration of the public comments received and 
the advice of its two adivsory committees, the Commis- 
sion had adopted with certain modifications proposed 
Rule 17a-20 and related Form X-17A-20 under the Secur- 
ities Exchange Act of 1934. 


A. Rule 17a-20 


As issued for comment, the proposed rule would have re- 
quired monthly filing of Form X-17A-20 by every broker 
or dealer with revenues of more than $1,000,000 in 1973 
or 1974. The Commission specifically requested comment 
on the issue of whether the revenue level for monthly filing 
should be raised to $5,000,000. A number of comments 
were received from the public and the Report Coordinating 
Group, a federal advisory committee to the Commission, 
suggesting that the revenue level for monthly reporting on 
Form X-17A-20 be changed to $5,000,000 since the pro- 
posed level of monthly reporting would unduly increase 
the reporting burden on many firms without appreciably 
improving the accuracy or usefulness of the information to 
be gathered. 


The Commission has determined to require monthly re- 
porting only by firms with revenues in excess of $5,000,000 
as defined in the rule. The firms affected by the change will 
be reporting the information required by the rule on a quar- 
terly basis under paragraph (a)(2) rather than on a month- 
ly basis. 


In announcing the proposed rule, the Commission also asked 
for comment on a proposal to provide for the voluntary 
reporting on the Form X-17A-20 of any firm not other- 
wise required by the rule to file either a monthly or quar- 
terly report of revenues and expenses. Several comments 
have been received from the public suggesting that this 
would be a desirable method of obtaining information 
about the impact of competitive commission rates on 

small broker-dealers without unduly burdening them. 

The Commission has determined to accept voluntary fil- 
ings of Form X-17A-20 by those not otherwise required 

to file the form. The information received on the basis of 
such voluntary filings will be analyzed separately and con- 
sidered along with the other information obtained as a part 
of the monitoring program. 


The Commission also received a number of comments re- 
garding the requirement in paragraph (b) of the proposed 
rule that there be notification to the Commission and to 
customers of changes in exchange membership. The Com- 
mission has determined to adopt Rule 17a-20(b) with cer- 
tain modifications. As proposed, broker-dealers would have 
been required to give 45 days notice of intention to resign 
its membership interest in an exchange to the Commission 
and 30 days notice of such intention to customers accom- 
panied by a statement as to the anticipated effect of such 
resignation on the manner in which they would provide 
services for customers in respect of securities traded on 
such exchange and charges for such services. The notifica- 
tion periods have been reduced to 15 days and 10 days, 
respectively. Furthermore, while “membership interest” 
and “resignation” are defined broadly with the intention 
of covering all types of membership interests, the rule has 
been modified to make clear that notification is not re- 
quired as long as a broker-dealer retains one membership 
interest on a particular exchange. Finally, notification to 
customers will only be required when the contemplated 
resignation is from the exchange which is the examining 
authority for such broker-dealer pursuant to Section 9(c) 
of the Securities Investor Protection Act of 1970. The 
rule does not restrict the right of a broker-dealer to con- 
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tract to sell a membership interest; however, where notifi- 
cation would be required under the rule, the resignation 
should not take effect and delivery of the membership in- 
terest should not be scheduled prior to the termination 

of the notification period. Under current practices of ex- 
changes, some time period ranging up to six weeks must 
normally elapse between the time a contract to sell a mem- 
bership interest is entered into and delivery of that mem- 
bership interest to the purchaser may be made. According- 
ly, in most situations, the rule as revised will not delay most 
sales of membership interests. 


In addition, some concern has been expressed that broker- 
dealers with membership interests on many exchanges 
might be unduly burdened by the requirement of notifi- 
cation to all customers prior to resignation from a mem- 
bership interest in a national securities exchange. The rule 
provides a general exemptive authority in paragraph (c). 
The Commission will consider granting exemptions on a 
case-by-case basis. 


B. Form X-17A-20 


Certain changes of a technical nature have been made on 
Form X-17A-20. The Explanatory Notes, Part |, Firm Iden- 
tification Information, of the proposed Form X-17A-20 as 
issued for comment included an Item 10 defining “‘full time 
personnel.” A comment was received suggesting that the de- 
finition should be clarified. The Commission concurs and 
has in Form X-17A-20, as adopted, added to Item 10 the 
phrase “‘per week” after the phrase “who works 30 hours 

or more.” 


Item 13 in the same Explanatory Notes as proposed de- 
fines the method by which the number of public customer 
transactions is to be reported. A number of comments 
were received suggesting that this placed an unfair burden 
on broker-dealer firms introducing accounts on a fully 
disclosed basis. The Commission concurs and has in Form 
X-17A-20, as adopted, added two new lines at the end 

of Item 13 stating: “Firms carrying public customer 
accounts for other broker/dealers on a fully disclosed 
basis are to include transactions from those accounts in 
their number count. Firms introducing accounts on a 
fully disclosed basis will report ‘zero’ for these items.” 


The Explanatory Note for Item 2a, 2b, 2c, Part Il has been 
revised by adding a phrase at the end of the item stating 
“and does not include realized gain (loss) from specialist 
activities on a national securities exchange”. 


In addition, the Commission has determined to adopt Form 
X-17A-10, but to modify its design to make it compatible 
with electronic data processing; to include a space for the 
signature of the sole proprietor, general partner, managing 
agent or principal officer accompanied by an admonition 
concerning the veracity of the information suppiied; on 
the first page, substitute the word “Period” instead of 
“Month” in the phrase “Report for the Month Ending”; 
and in Item 1b under Revenue Sources add the word 
“equity” after “listed”. The “Table of Contents” and 
“Statement of Consolidation” have been moved to be- 
come the first page of the Explanatory Notes to the Form 
X-17A-20. 
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C. Rule 17a-20 and Form X-17A-20 Are Effective Immedi- 
ately 


Rule 17a-20 and related Form X-17A-20 are adopted as 
described pursuant to the authority conferred on the Se- 
curities and Exchange Commission by the Securities Ex- 
change Act of 1934, particularly Sections 17(a) and 23(a) 
thereof. Since all modifications to the proposed rule and 
form are minor, republication is not required. In view of 
the elimination of fixed commission rates on May 1, 1975, 
pursuant to Rule 19b-3, and the importance of monitor- 
ing the impact of Rule 19b-3 from its inception, the Com- 
mission finds that there is good cause to declare, and does 
declare, adopted Rule 17a-20 and Form X-17A-20 to be 
effective immediately. 3/ 


The text of Rule 17a-20 and Form X-17A-20 is attached 
as an addendum to this release. 


Approval of Two Plans Submitted Pursuant to Paragraph 
(a)(3) of Rule 17a-20 


Two self-regulatory organizations have filed plans pursuant 
to paragraph (a)(3) of Rule 17a-20. Paragraph (a) (3) of 
Rule 17a-20 would allow brokers or dealers who are mem- 
bers of an exchange or association which files an appropri- 
ate plan declared effective by the Commission to dispense 
with a separate filing to the Commission. The National 
Association of Securities Dealers, Inc. (“NASD“) and the 
New York Stock Exchange, Inc. (“NYSE”) have agreed to 
collect directly from their members the information re- 
quired by the rule, thereby eliminating for their members 
a direct filing requirement with the Commission. 


Under the NASD plan, their member firms (other than 
NYSE member firms) which are required to file Form 
X-17A-20 will file a NASD form containing the required 
information with the NASD. The first monthly filing for 
the month of April, 1975 will be due at the NASD by 
May 23, 1975, and thereafter by the twentieth calendar 
day of each month. The first quarterly filing will be due 
at the NASD by July 24, 1975; and thereafter on the 
twentieth calendar day in the month following each 
successive quarter. 


Under the NYSE plan, their member firms will submit a 
short supplemental schedule with NYSE’s Joint Regulatory 
Report within 17 business days after the close of each 
calendar month starting with the calendar month April, 
1975. 


The Commission has reviewed the procedures and provi- 
sions of the plans and, pursuant to paragraph (a)(3) of 
Rule 17a-20, having due regard for the fulfillment of the 
Commission's functions under the provisions of the Se- 
curities Exchange Act of 1934, declares the plans to be 
effective. 


SECO only broker-dealers who are required by the rule 


to submit information will file the Form X-17A-20 
directly with the Commission. 


Other Aspects of the Monitoring Program 
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After consideration of the public comments received and 
the advice of its two advisory committees, the Commis- 
sion announced that it will be implementing the other 
aspects of the proposed monitoring program. 


The other aspects of the program include the study and 
analysis of a sampling 4/ of firms in order to develop in- 
formation on effective commission rates being paid by in- 
dividual and institutional customers to different types of 
broker-dealer firms; the review of volume reports from 
national securities exchanges and third market firms in 
order to determine the distribution of trading among 

the various market places; the development of additional 
information regarding revenue sources and expenses of 
national securities exchanges and registered national se- 
curities associations; the study and analysis of the income, 
expenses, assets and liabilities of specialists; and the selec- 
tive review of activity in certain stocks. 


The Commission is cooperating with self-regulatory organ- 
izations, its two advisory committees and other interested 
persons in developing information for the monitoring pro- 
gram. To the extent it appears appropriate, the Commis- 
sion may also direct its staff to conduct inspections and 
to interview and consult various persons in the industry 
to ensure that the purposes of the Securities Exchange 
Act of 1934 are being upheld. In this regard, the Com- 
mission has been advised that the NYSE intends to con- 
tinue to compile its on-going Transaction Revenue Survey 
and to furnish the Commission with the results. The Com- 
mission welcomes the cooperation of the NYSE and of 
other self-regulators. 


Much of the information to be collected by the Commis- 
sion will involve trade and commercial or financial infor- 
mation which will be treated as confidential. The Commis- 
sion is, however, considering making available aggregated 
information, which would protect the confidentiality of 
individual firms. 


Suggestions From the Public 


It is contemplated that the monitoring program will be con- 
tinually reviewed; where appropriate, modifications will be 
made; and, when it appears that special reporting is no long- 
er necessary or appropriate, Rule 17a-20 will be modified 
or repealed. 


The Commission does not anticipate that the reporting re- 
quired by Rule 17a-20 would be continued for periods 
beginning after June 30, 1970. Upon reviewing the initial 
data from the monitoring program, and on an on-going 
basis thereafter, the Commission may also consider whether 
or not any additional rulemaking or other action might be 
appropriate. 


The Commission welcomes suggestions concerning all as- 
pects of its program to monitor the impact of Rule 19b-3. 
Such suggestions should be submitted on as timely a basis 
as possible and be directed to George A. Fitzsimmons, Sec- 
retary, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. All such commun- 
ications should refer to File No. S7-557 and will be avail- 
able for public inspection. 
a George A. Fitzsimmons 
Secretary 


1/ The Commission on March 13, 1975, issued Securities 
Exchange Act Release No. 11293, announcing a program to 
monitor the impact of Rule 19(b)(3) and soliciting public 
comment on proposed Rule 17a-20, Form X-17A-20 and 
other aspects of the proposed monitoring program. 


2/ Securities Exchange Act Release No. 11203 (January 23, 
1975). 


3/ 5 U.S.C. 553(d)(3) provides that an adopted rule be- 
comes effective 30 days after publication except “as 
otherwise provided by the agency for good cause found 
and published with the rule.” 


4/ For example, detailed information regarding changes in 
commission rates will be gathered monthly through a 
“Survey of Commission Charges on Brokerage Transac- 
tions” from a selected sample of 100 broker-dealer firms. 


ADDENDUM 
Text of the Rule and Form 


Rule 17a-20 — Monitoring Effect of Competitive Commis- 
sion Rates 


(a)(1) Every broker or dealer required to file for calendar 
year 1973 or 1974 Part III of Form X-17A-10 or equivalent 
information pursuant to a plan declared effective by the 
Commission under Rule 17a-10(b) and with revenues as 
shown on line 6 of Statement A to said Part II! of $5,000,- 
000 or more in either year shall, not later than 17 business 
days after the close of each calendar month (commencing 
with the calendar month ending April 30, 1975) file a 
report of his revenues and expenses and related financial 
and other information for each such calendar month on 
Form X-17A-20. 


(2) Every broker or dealer, not otherwise required to file 
pursuant to subparagraph (1) of paragraph(a), with revenues 
as shown on line 6 of Statement A to Part II! or line 11 of 
Statement AA to Part Il of Form X-17A-10 of $500,000 

or more during calendar year 1973 or 1974 shall, not later 
than 17 business days after the close of each calendar 
quarter (commencing with the calendar quarter ending 

June 30, 1975), file a report of his revenues and expenses 
and related financial and other information for each such 
calendar quarter on Form X-17A-20. 


(3) The provisions of subparagraphs (1) and (2) of para- 
graph (a) shall not apply to a member of a national securi- 
ties exchange or a registered national securities association 
if said exchange or association maintains records containing 
the information required by Form X-17A-20 as to such mem- 
ber, and transmits to the Commission a copy of the records 
as to such member, pursuant to a plan, the procedures and 
provisions of which have been submitted to and declared 
effective by the Commission. Any such plan filed by a na- 
tional securities exchange or a registered national securities 
association may provide that when a member is also a 
member of one or more national securities exchanges, or of 
one or more national securities exchanges and a registered 
national securities association, the information required to 
be submitted with respect to any such member may be sub- 
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mitted by only one specified national securities exchange 

or registered national securities association. For the purpose 
of this rule, a plan filed with the Commission by a national 
securities exchange or a registered national securities associ- 
ation shall not become effective unless the Commission, hav- 
ing due regard for the fulfillment of the Commission's func- 
tions under the provisions of the Act, declares the plan to be 
effective. Further, the Commission, in declaring any such 
plan effective, may impose such terms and conditions re- 
lating to the provisions of the plan and the period of its 
effectiveness as may be deemed necessary or appropriate 

in the public interest, for the protection of investors, or to 
carry out the Commission's duties under the Act. 


(4) Individual reports filed pursuant to paragraph (a) are to 
be considered nonpublic information, except in cases where 
the Commission determines that it is in the public interest 
to direct otherwise. 


(b)(1) A broker or dealer holding any membership interest 
in a national securities exchange which proposes to resign 
that membership interest shall, not later than 15 days be- 
fore such resignation is to take effect, file with the Commis- 
sion a report indicating: 


(i) whether or not it intends to continue to effect transac- 
tions in securities listed or traded on the national securities 
exchange from which the broker or dealer wishes to resign; 


(ii) arrangements, if required, made to comply with the 
provisions of Rule 17a-15; 


(iii) to whom it proposes to transfer, directly or indirectly, 
its membership interest in the national securities exchange 
and a description of any material relationship or proposed 
relationship between such broker or dealer or its associated 
persons and such transferee or its associated persons; 


(iv) arrangements, if any, made, or anticipated to be made, 


with any member of such national securities exchange regard- 


ing effecting transactions on such exchange for the account 
of such broker or dealer or its customers; and 


(v) a copy of the notice sent, or to be sent, to customers 
pursuant to subparagraph (2) of paragraph (b). 


(2) A broker or dealer holding any membership interest or 
interests in a national securities exchange which is the ex- 
aming authority for such broker-dealer pursuant to Section 
9(c) of the Securities Investor Protection Act of 1970, who 
wishes to resign all such membership interests in said nation- 
al securities exchange shall, not later than 10 days before 
such resignation is to take effect, sne dto its customers a 
statement to the effect that it is so resigning and setting 
forth: 


(i) its reasons for so resigning; and 
(ii) the anticipated effect of such resignation on the man- 
ner in which it will provide services for customers in respect 


of securities traded on such exchange and on the charges for 
such services. 


(3) For the purposes of paragraph (b): 
(i) “membership interest” shall include full membership, 
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allied membership, associated membership, floor privileges, 
classification as a member firm or member corporation 
under the rules of the exchange, and any other interest 
that entitles a broker or dealer to the exercise of any 
privilege on an exchange; and 


(ii) “resignation” of a membership interest in a national 
securities exchange is deemed to include any action on 
the part of a broker or dealer, the effect of which, under 
the rules of the exchange, causes it to cease to have a 
membership interest with respect to such national securi- 
ties exchange, and is deemed to become effective on the 
date when a broker or dealer ceases to have substantially 
all of the rights associated with holding any membership 
interest. 


(c) On written request of any national securities exchange, 
registered national securities association, broker or dealer, 
or on its own motion, the Commission may grant an ex- 
tension of time or an exemption from any of the require- 
ments of Rule 17a-20 or Form X-17A-20 either uncondi- 
tionally or on specified terms and conditions. 


FORM X-17A-20 


Explanatory Notes 


TABLE OF CONTENTS 
X-17A-20 Parts 
Statement of Consolidation 
Firm Identification Information (Part |) 
Revenue and Expenses (Part I!) 
Balance Sheet and Capital Information (Part II!) 


Explanatory Notes 


STATEMENT OF CONSOLIDATION 


Form X-17A-20 shall be a consolidated report of the 
registrant and its majority-owned subsidiaries which are 
exchange members, brokers or dealers. The term “‘ma- 
jority-owned subsidiary” shall be defined as in Rule 
12b-2 under the Securities and Exchange Act of 1934. 
It should be noted, however, that New York Stock Ex- 
change and American Stock Exchange member firms 
filing the Joint Regulatory Report (including Part | - 
“Selected Financial Data on Majority-Owned Subsidi- 
aries’) pursuant to a plan filed by a self-regulatory body, 
which has been declared effective by the Commission, 
shall be deemed as having satisfied the consolidation re- 
quirement of this report. 
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' INFORMATION REQUIRED OF EXCHANGE MEMBERS, BROKERS 
FOR fil AND DEALERS PURSUANT TO SECTION 17 OF THE SECURITIES 
EXCHANGE ACT OF 1934 AND RULE 17a-20 THEREUNDER 
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PART I bec 
E 
Page | Report for the Period Ending 9 J! 000 
001 
(Please read instructions before preparing fonn ) 

Firm’s X-17A-10 No. 
002 

1. Full name of Exchange Member or Registrant: IRS Empl. Ident. No. 

or Social Security No. 
003 





2. Address of principal place of business: (Do not use P.O. Box Number) 














(NO. ANO STREET) (city) (STATE?) (ZIP Cope! 
3. Name and telephone number of person to contact in regard to this report: 
EXECCSICR:, Sat cz. “- tes.oet at beets beg? steemte 
this Form and its attachments and the person by whom at is Dated the day of 19 





executed represent hereby that all information coatained therein 
is true, correct and complete. It is understood that all requ::ed 
items, statements, and schedsies are considered integral paris 
of this Form and that the submission of any amendment repre- 
sents that all unamended items, statements and schedules 
temsin true, correct and complete as previously subdmitied. 





(Name of Corporation, Partnership or other organization) 


(Monval sizriature cf Sole Proprietor, General Partner, 











i ATTENTION—Irteational misstatements or omissions of Maneging Agent or Principal Officer) 
i acts constitute Federal Crimimal Violations. (See 18 U.S.C. 

{ 2001 and 15 U.S.C. 781 (a)) . . 

— (Title) 
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X IA-20 PART | Page 2 
FIRM IDENTIFICATION UF ORATION use 
4, Name(s) and identification number(s) of broker/dealer(s) X-17A-10 004 
merging with respondent during reporting period ; 1. D. No. 
NAME: | 
NAME: | 
NAME: patois ai 
NAME: | 
Ss. Affiliate(s) X-17A-10 identification number(s), (if applicadle ): 
es Glee ROTC AIRE So ineris Meni abelian siee gaping: Stirling 
6. Type of business organization: (Enter applicable code) 
S= Sole Proprietorship P= Partnership C= Corporation O= Other oe ee 008 
7. Respondent carries its own customer accounts: 
(Enter applicable code; 1= Yes 2=No ) ete sa 007 
8. Respondent clears its public customer accounts in tne 
following manner: (Enter an “X” in appropriate box ) 
gt OS tog aS 008 
a ren Creenee. . 2 oS SS 009 
en ee — 3 010 
(d) Introducing — — — — — aoe ae 011 
ae ee | 012 
9. Name(s) of correspondent fira{s) carrying respondeat’s X-17A-10 
public customer accounts on a fully disclosed basis: 1. D. No. 
NAME : | 013 
NAME | 
10. Number of full time regi$tered representatives employed by respondent — —~ —~ — — fe: 12027 ot al 014 
11, Respondent's total number of public customer accounts —- - --—--------— 4 } ols 
12. Number of branch offices operated by respondeat—- -— -— - — eo ere ov 
13. Number of respondent’s public customer transactions: 
a. effected on a national securities exchange ~-------------- | | 017 


b. effected other than on a national securities exchange. ~----- + 
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X-17A-20 Page 3 








































































































SEC 
) REVENUE AND EXPENSES USE 
A. Revenue Sources OmiT CENTS 
1, Securities commission income: 
a. Commission income on transactions in listed 
securities executed on an exchange $ 019 
b. Commission income on transactions in listed equity s 
securities executed over-the-counter 020 
c. All other securities commission income $ 021 
d. Total securities commission income $ 02 
2. Gain (or loss ) on firms securities Trading Accounts ]/ 
2 : $ 
a. Realized gains for loss ) 023 
b. Unrealized gains (or loss) $ “1024 
S 
c. Totel realized and unrealized gain (loss) 025 
a Gain (or loss ) on firm securities investment accounts: 
i ; $ 026 
a. Realized gain (or loss) 
- ' : s 
b. Unrealized gain for loss ) 027 
‘ S 
c. Total realized and unrealized gain (loss) 028 
| > 
4. Profit (or loss ) from underwriting and selling groups 2” H 029 
' 
. 030 
S. Mutual fund income 
: S 
6. Interest income on customers accounts 03) 
a Revenues received from services previous!y provided at no | 
Chia eae ot SER keet® Acletecccced S-hatte debea® cM Re € : ’ 
levied: 
. S 032 
a. Research services 
‘ | 
b. Other customer services 033 
\° 
c. Total 034 
| ey nn 
8. Revenue from all other sources 
Ss 
036 
9, Tote] revenue 
s 
L/ Realized gain (loss) from market making in listed securities 037 
S$ 
2/ «Underwriting income from corporate equity securities 038 
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¥-17A-20 PART Il Page 4 
REVENUE AND EXPENSES 
OMIT CENTS 
B. Expenses 
10. Compensation to registered representatives $ 
11. Interest paid on subordinated liabilities 
12. Salaries and employee benefits to voting 
stockholders and partners 3/ 
13. All other expenses 
14. Total Expense 4/ $ 
C. Net Income $ 
15. Net income (or loss) before taxes 
16. Provision for Federal income taxes (corporation only) 
; $ 
17. Net income (or loss) after taxes 
3/ Interest credited to General and Limited Partners $ 2 
Capital accounts included as an expense in item 12. 
S$ 
4/ Research expense (if more than ten percent of total expenses). 048 
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X-17A-20 PART Ill Page 5 
ASSETS, LIABILITIES, AND CHANGE IN CAPITAL 
ees OMIT CENTS 
A. Assets and Liabilities § 
1. Total assets 
2. Total liabilities $ 
a. Total liabilities (excluding subordinated borrowings) 
b. Subordinated borrowings $ 
‘ Ss 
c. Total (2.c}-2.b) 
B. Changes in Capital S 
3. Capital balance beginning of period 
: : ' S 
4. Net income (loss) after taxes for the period (Part II, item c.17) 
: S 
5. Material adjustments to prior period net income (loss) 
. ; : S 
6. Capital contributed by partners or stockholders during ‘the period 
Be $ 
7. Capital withdrawn by partners or stockholders during the period 
S 
8. Net change in the market value of exchange membership during the period 
$ 
9. Other increases (decreases) 
$ 
10. Capital balance end of period 
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PART | 
FIRM IDENTIFICATION INFORMATION 


1. Firm name refers to the name under which the respond- 
ent is registered as a broker/dealer pursuant to Rule 15b 
of the Securities and Exchange Act of 1934. 


2. Firm address refers to respondent's principal place of 
business or headquarters office if respondent operates 
more than a single office. 


4. Report the name and X-17A-10 numbers of brokers 
or dealers acquired through merger, consolidation or any 
other means during the course of the current reporting 
period. The acquired and acquiring firms are to report 
their results separately if the effect is for the acquired 
firm to report operating information for less than one 
full month during the month the merger or consolida- 
tion occurred. Subsequently filed information wiil per- 
tain to the operating results of the merged or consoli- 
dated firm. 


5. Report the indicated identification numbers of brokers 
or dealers with whom respondent is affiliated. Affiliate 
is defined in the following manner: 


An “affiliate” of, or a person “affiliated” with a 
specified person, is a person that directly, or in- 
directly through one or more intermediaries, con- 
trols, or is controlled by, or is under common con- 
trol with, the person specified. 


8. Indicate with an “X” the methods by which respondent 
clears its public customer accounts. (Public customer is 
defined as any customer other than a registered broker or 
dealer.) 


10. Report only full time (full time is defined as anyone 
who works 30 hours or more per week for respondent) 
personnel who spend, at a minimum, 50 percent of their 
time engaged in effecting transactions with the public on 
behalf of the respondent. 


11. Report total number of public customer accounts, 
regardless of the method by which those accounts are 
cleared. Firms carrying public customer accounts for 
other broker/dealers on a fully disclosed basis are not 
to include those accounts in their number count. 


13a & 13b. Report the total number of public customer 
transactions executed on a national securities exchange. 
A transaction is defined as an executed trade which re- 
sults in a customer trade confirmation. Therefore, the 
count of transactions should be taken from the customer 
side and should not include confirmation corrections. 
For count purposes, several executions at the same price 
which result in one confirmation should be counted as 
one transaction. 


In the case where a firm uses a statement-type confirma- 
tion, each item or “line’’ should be considered as a con- 
firmation for purposes of counting transactions. 


For those exchange transactions in which the respondent 
acts as principal, both street and customer sides are counted 
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as separate transactions. For non-inventory principal trans- 
actions in an over-the-counter security, both the purchase 
for inventory and the sale to the customer shall be counted 
as separate transactions. Commodity transactions are not to 
be counted in these items. 


Corrections shall be excluded from the transaction count. 
However, an error transaction, that is a transaction where 
the wrong security was purchased and the correct security 
must later be purchased, is not considered a correction. 
For error transactions, the original transaction and the buy 
and sell'from the error account are to be counted as sepa- 
rate transactions. 


Firms carrying public customer accounts for other broker/ 
dealers on a fully disclosed basis are to include transactions 
from those accounts in their number count. Firms introduc- 
ing accounts on a fully disclosed basis will report “zero” 
for these items. 


PART II 
REVENUE AND EXPENSES 


1a, 1b, ic, id. Report commissions earned on all agency 
equity and debt transactions including non-inventory 
principal transactions. Commission earned on introduced 
accounts carried by other brokers and on omnibus ac- 
counts carried for other brokers should be reported net. 





2a, 2b, 2c. Report, as separate items, realized and unrealized 
gain (loss) on securities held for sale in the ordinary course 
of business and not identified as held for investment. Divi- 
dends and interest income on securities in trading accounts 
shall be treated as an adjustment to gain (loss). Amounts 
reported shall not be reduced by any allocation of Federal 
income taxes. 





Realized gain (loss) from market-making activities in listed 
securities is to be reported in footnote one in the blank 
provided, and does not include realized gain (loss) from 
specialist activities on a national securities exchange. 


3a, 3b, 3c. Report, as separate items, rea/ized and unrealized 
gain (loss) on securities identified as held for investment. 
Dividends and interest income shall be treated as adjust- 
ments to gain or loss. Amounts reported shall not be ad- 
justed by any allocation of Federal income taxes. 





4. Report the gross profit (loss) from management of or par- 
ticipation in underwriting syndicates and selling groups. 
Gross profit (loss) shall be determined as the difference 
between the proceeds of securities sold and their purchase 
price adjusted for discounts, commissions and allowances 
received from or given to other brokers. Any direct expense 
which can be associated with a specific inderwriting may 
also be considered as a cost in determining gross profit 
(loss). In determining gross profit (loss), any unrealized 

loss on securities unsold at the time the underwriting ac- 
count was closed shall be considered as a deduction from 
the proceeds of securities sold. 


Employee compensation and employment costs of perscns 
working in an “underwriting department” and other related 
expenses of such department shall be treated as indirect 
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expenses and not deducted in determining gross profit 
(loss). 


In footnote two, report the profit (loss) from management 
of or participation in underwriting syndicates and selling 
groups where the security underwritten is a corporate 
equity security. (“Equity security” shall mean any stock 
or similar security; or any security convertible, with or 
without consideration, into such a security, or carrying 
any warrant or right to subscribe to or purchase such a 
security.) 


5. Report the total income derived from sale of invest- 
ment company securities as a retailer and as an underwriter. 


6. Report total interest income earned on customers’ se- 
curities and commodities accounts. 


7a, 7b, 7c. Report revenues received from research services 
previously provided to customers without charge for which a 
fee is now levied. Examples of such services are research re- 
ports, market letters, and stock guides. 





Report revenues received from services, other than research, 
previously provided to customers without charge for which 

a fee is now levied. Examples of such services are legal trans- 
fers not related to orders; legal transfers related to orders; 
portfolio valuations; delivery charges; custody charges on 
accounts; monthly statements; postage and handling char- 
ges; collection of interest and dividends; exercises of options, 
rights and warrants; and bond conversion to preferred or 
common. 


8. Report as “revenues from all other sources” revenues 
received from sources related and unrelated to the securi- 
ties business which are not included in items one through 
seven of Part II. 


10. Report total compensation to registered representatives. 
Compensation and costs to be reported for such persons 
shall include amounts determined by salary, commission or 
other basis. 


11. Report the total interest paid on subordinated liabilities. 
Subordinated liabilities include: accounts of partners sub- 
ject to equity or subordination agreement; subordinated 
loans and accounts and secured demand notes. 


12. Report the total salaries and employee benefits for 
voting stockholder officers and general partners (as agreed to 
in the partnership agreement). State separate, in footnote 
three, interest on General and Limited Partners’ Capital. 


13. Report as “‘other expenses” all expenses not included 
in expense items reported in items 10, 11 and 12. 


14. Report as total expenses the sum of the individual ex- 
pense items 10 thru 13. If research expense (research ex- 
pense includes expenditures for all research activities 
wherever performed) exceeds 10 percent of total expense, 
report research expense in the blank provided in footnote 
four. 


PART Ill 
ASSETS, LIABILITIES, AND CHANGE IN CAPITAL 


1. Report the value of total assets at the end of the report- 
ing period. (Exchange memberships are to be included in 
the asset total at their market value.) 


2a, 2b, 2c. Report total liabilities at the end of the report- 
ing period. Report subordinated borrowings separately. Sub- 
ordinated borrowings are to include the following: accounts 
of partners subject to equity or subordination agreements. 
Include only the accounts of partners who have agreed in 
writing that the equity in such accounts maintained with 
respondent shall be included as partnership property. 





Subordinated loans and accounts. To determine the balances 
of subordinated loans and accounts, consideration must be 
given to the market value of securities borrowed (less in- 
debtedness of the lender thereagainst, if any) and the money 
amounts borrowed. 


Secured demand notes. The face value or collateral value, 
whichever is lower shall be reported. 


3. For reports other than the respondent's initial report, 

the ending capital balance of the previously submitted report 
shall be used as the beginning balance for the current re- 
porting period. (Capital is defined as assets less total liabili- 
ties including subordinated borrowings.) 


5. Only material adjustments to prior period income and 
expense items are to be reported in this item. Where such 
adjustments become necessary, a separate statement describ- 
ing the items affected, the amounts changed and their ad- 
justed values, and the months affected is to be attached to 
the report. 


6. Report sales of capital stock or capital contributed by 
partners. 


7. Report the total amount of withdrawals during the re- 
porting period including cash dividends, retirements, re- 
demptions, repurchases of capital stock, drawing (not ex- 
pensed) by partners against profits, withdrawal of partners’ 
capital, capital accounts covered by agreements which have 
expired or which no longer are provided for inclusion as 
Net Capital. 


8. Report the change in value of memberships on exchanges 
between the date of this report and the immediately pre- 
ceding report or date of acquisition, if later. 


Exclude the change in value of exchange memberships if 
the member solely incurs the entire risk of fluctuation in 
market value of memberships on exchanges. 


9. Report the net amount of increases and decreases in 
capital not reported in items four thru eight. 


10. Capital balance at end of period shall be the net of the 
amounts reported under 3 through 9 and the difference be- 
tween total assets (item 1) and total liabilities (item 2c). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11396/May 2, 1975 


Admin. Proc. File No. 3-4668 
In the Matter of 


THIRD NATIONAL CORPORATION 
Third National Building 
Nashville, Tennessee 


ORDER INSTITUTING PROCEEDINGS AND FIND- 
INGS, OPINION AND ORDER OF THE COMMISSION 


The Commission deems it appropriate that proceedings be 
instituted against Third National Corporation (“Third Na- 
tional’’) pursuant to Section 15(c)(4) of the Securities Ex- 
change Act of 1934 (“Exchange Act’’) 1/ to determine 
whether Third National's filings with the Commission 
pursuant to Section 13 of the Exchange Act and the rules 
and regulations promulgated thereunder were deficient in 
that they omitted to state material facts as set forth below. 


Third National, simultaneously with the institution of these 
proceedings, has submitted an offer of settlement for the 
purpose of disposing of the issues raised in these proceed- 
ings. Under the terms of its offer of settlement, Third Na- 
tional, solely for the purpose of these proceedings stipulates 
to the facts set forth in Section | hereof, and, without admit- 
ting or denying the findings set forth herein, consents to the 
findings and order. 


The Commission has determined it is appropriate and in the 
public interest to accept the offer of settlement of Third 
National and accordingly is issuing this order. 


1/ Section 15(c)(4) of the Exchange Act provides in part 
that if the Commission finds after notice and opportunity 
for hearing that any person subject to the provisions of 
Section 12, 13 or subsection (d) of Section 15 of this 
title or any rule or regulation thereunder has failed to 
comply with any such provision, rule or regulation in 

any material respect, the Commission may publish its 
findings and issue an order requiring such person to com- 
ply with such provision or such rule or regulation there- 
under upon such terms and conditions and within such 
time as the Commission may specify in such order. 


I 
FACTS 
Background 


Third National, a Tennessee corporation with its principal 
offices in Nashville, Tennessee, registered with the Commis- 
sion pursuant to Section 12(g) of the Exchange Act on 
June 25, 1973 and Third National has continued that re- 
gistration to the date hereof. Third National reported total 
assets as of December 31, 1974 of approximately $1.4 
billion and had 8,411 stockholders of record as of that date. 
The securities of Third National are traded in the over-the- 
counter market. 


Third National is a registered bank holding company, whose 
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principal subsidiary, Third National Bank in Nashville (‘The 
Bank’’), accounts for over 75% of Third National's revenues 
and assets. As trustee for various trust accounts, The Bank is 
the record owner of over 16% of Third National's common 
stock and has sole voting power with respect to over 10% of 
Third National’s common stock. 


Interest of Affiliated Persons and Acquisitions 


During the period 1969 to 1971, The Crescent Company 
(“Crescent’’), Hillsboro Enterprises Inc. (“Hillsboro”) and 
The Mar-Bel Corporation (‘‘Mar-Bel’’) a wholly owned sub- 
sidiary of Crescent, purchased from the largest shareholders 
of each bank from 30% to 50% of the stock of three of The 
Bank’s correspondent banks, First National Bank of Law- 
renceburg, Merchants Bank of Cleveland, and Bank of Hunt- 
ingdon. Crescent and Hillsboro each acquired approximately 
one-half of the total number of shares purchased. Crescent 
alsc owned approximately 25% of the Bank of Knoxville. 


At various times relevant hereto, certain senior officers 

and directors of The Bank and their families had substantial 
ownership interest in and control of Hillsboro and Crescent. 
Further, Hillsboro and Crescent own approximately 2.2% 
and 3.9% respectively of Third National common stock out- 
standing, most of which was acquired in the merger trans- 
actions described. 


Hillsboro’s purchases and most of Crescent’s purchases were 
financed with loans from The Bank which in some instances 
were at preferential rates. A senior officer of The Bank, who 
was an officer, director and shareholder of Crescent, arranged 
Crescent’s and Hillsboro’s purchases of the stock of each of 
these banks, and, in the case of Hillsboro, approved most of 
its loans for these transactions, aggregating about $1.4 
million. 


The loans by The Bank to Hillsobro and Crescent were pur- 
suant to a practice whereby The Bank had previously made 
loans to others for the purpose of purchasing and carrying 
controlling blocks of the stock of banks, including the stocks 
of three of the banks described above. The transactions 

with Hillsboro and Crescent were arranged with a view to- 
ward maintaining The Bank’s pre-existing correspondent re- 
lationships with the banks involved. 


On November 28, 1972 the Commission declared effective 
a registration statement of Third National with respect to one 
million shares of its common stock, approximately 447,000 
of which were to be used for the acquisition through merger 
by Third National of three banks: the Bank of Knoxville, 
Merchants Bank of Cleveland, and First National Bank of 
Lawrenceburg. The acquisitions were consummated in early 
1973. Pursuant to the terms of the offer set forth in the 
registration statement and on the same exchange basis as 
applied to all other shareholders, Crescent and Hillsboro 
received securities, the market value of which exceeded by 
approximately $3.8 million the purchase price of the securi- 
ties that they held in these three banks. 


On March 20, 1974 the Commission declared effective a 
registration statement of Third National with respect to 
$15 million principal amount of installment notes to be 
used for further acquisitions. One such acquisition is the 
Bank of Huntingdon which, upon approval of the Federal 
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Reserve Board, now pending, will become a subsidiary of 
Third National. In such event, Hillsboro and Mar-Bel will 
receive installment notes in a principal amount of approxi- 
mately $1.5 million in excess of the cost of their shares of 
that bank. 


None of the annual or other periodic reports fil- 
National with the Commission disclose the intc 
Crescent and Hillsboro in the transactions des 
the interest of the senior officers and directo 

in Crescent and Hillsboro, or the unrealized ¢ 
accrued to Crescent or Hillsboro as a result of 7S- 
actions. Further, Third National’s 1974 proxy souciting 
materials contained no disclosure concerning the involve- 
ment of Crescent and Hillsboro in such transactions. The 
registration statements described above, which Third Na- 
tional filed with the Commission in connection with such 
transactions, while disclosing that Crescent and Hillsboro 
were the largest shareholders of the four banks, did not 
disclose the interest of certain senior officers and directors 
of The Bank in Crescent and Hillsboro and the full facts 
and circumstances surrounding the transactions. 


“* « Third 


Correspondent Banking and Related Loans 


The Bank has over 350 correspondents, which maintain 
deposits with The Bank and for which The Bank performs 
clearing and various other services, and from which The 
Bank obtains loan participations and other business. Cor- 
respondent banking is an important source of business for 
The Bank. 


The Bank, for the purpose of facilitating or promoting its 
correspondent relationships, has followed a general policy 
of making credit available to controlling stockholders of, 
or senior officers and directors of, these correspondent 
banks for the purpose of acquiring stock of the banks. In 
some instances, The Bank made loans to individuals of 
limited means, evidenced by a demand or short term per- 
sonal note, for the purpose of acquiring a substantial block 
of the stock of a correspondent bank, secured by the pledge 
of the stock of the correspondent bank. These notes were 
not called, or were extended, often for many years. 


As with the Crescent and Hillsboro loans, the purpose for 
these loans was to purchase or carry stock of correspondent 
banks. In some cases The Bank made these loans to indi- 
viduals who, absent the correspondent relationship, would 
not have qualified for such loans or have received such fa- 
vorable interest rates or terms. No disclosure of the loans 

or their purposes was made by The Bank to the sharehold- 
ers or officers and directors of the correspondent banks. 


At the present time, The Bank has outstanding approxi- 
mately $16 million of such loans to over 125 individuals 
secured by pledges of stock of 65 of a total of more than 
350 correspondent banks. Prior to 1970, some of these 
loans were at interest rates of 1% - 2%, or with interest 
equal to the dividends on the pledged Bank shares, and 

were often carried for many years. Since late 1970, however, 
when the Federal bank regulatory agencies raised questions 
regarding the rates and terms on which banks were making 
such loans, all such loans including those made by The 

Bank have been made at substantially higher rates and for 
specific periods of time. Nonetheless, The Bank has con- 


tinued to make loans to persons in control or management 
of its correspondents at rates and terms which such persons 
would not, in many cases, be able to obtain were it not for 
their relationship to The Bank’s correspondents. 


None of the annual or other periodic reports, proxy soliciting 
materials or other filings with the Commission by Third Na- 
tional contain any disclosure concerning The Bank’s method 
of doing business in connection with its correspondent bank 
relationships as described above. 


it 
FINDINGS 


We find that the interest of certain officers and directors of 
The Bank in Crescent and Hillsboro, and, through those com- 
panies, their interest in the merger transactions as set forth 
above, is material information, and that Third National's 
1973 annual report on Form 10-K and other filings with 

the Commission, in failing to disclose these matters, is ma- 
terially deficient. 


We find also that The Bank’s practice of giving benefits in 
the form of favorable loans to corporate fiduciaries with 

the expectation of maintaining or receiving business of 
correspondent banks for which the ficuciaries act is clearly 
material and should be disclosed. This practice involves 

risks of which shareholders and the investing public should 
be aware. The practice could result in the loss of correspond- 
ent business or other substantial adverse consequences to 
the lending bank. 


il 
MITIGATING FACTORS 


In its offer of settlement Third National has requested that 
the Commission consider the following mitigating factors: 


Third National believes that The Bank's practice of making 
loans to persons in control of, or senior officers and directors 
of banks, secured by pledges of correspondent bank stock 
for the purpose of obtaining or maintaining a correspondent 
relationship with said banks is a practice engaged in by other 
banks both in The Bank’s competitive area and elsewhere. 
Moreover, such loans represent only a small portion (2.5%) 
of The Bank’s total loan portfolio and, Third National be- 
lieves, present neither a material risk to The Bank nor any 
detriment to The Bank’s correspondents. Third National re- 
presents that The Bank’s correspondent relationships are 
normal, the services offered to its correspondents are com- 
petitive, and by facilitating local ownership, The Bank’s 
policy of lending money for the purpose of acquiring cor- 
respondent bank stock may actually have strengthened 
independent banking in Tennessee. 


None of the principals of Crescent, Hillsboro or Mar-Bel are 
presently officers or directors of Third National, and Cres- 
cent, Hillsboro and Mar-Bel participated in the merger trans- 
actions only on the same basis as the other shareholders of 
the acquired banks. In most instances the loans to Crescent, 
Hillsboro and Mar-Bel to finance their purchases of bank 
stocks were adequately secured by collateral other than 
bank stocks and presented no undue credit risks. 
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Moreover, the shares of Bank of Knoxville, First of 
Lawrenceburg and Merchants Bank were acquired by Cres- 
cent and Hillsboro prior to the formation of Third National 
and had been held for several years at the time of the mer- 
ger transactions. The Third National shares received by 
Crescent and Hillsboro in exchange therefor were restricted 
as to transfer. 


IV 
ORDER 


In view of the foregoing, we deem it appropriate and in the 
public interest to accept the offer of settlement of Third 
National, and according, IT 1S ORDERED that such pro- 
ceedings be, and they hereby are, instituted. 


IT iS FURTHER ORDERED that 


(1) Third National amend its reports filed with the Com- 
mission so as to disclose the matters discussed herein; and 


(2) Third National comply with its undertaking to: 


(a) amend its registration statement with respect to acqui- 
sition of the Bank of Huntingdon so as to disclose the mat- 
ters referred to herein; 


(b) describe in its next communication to shareholders the 
substance of this order; and 


(c) subject to Federal Reserve Board approval of the ac- 
quisition, disseminate the amended registration materials 
to all shareholders of the Bank of Huntingdon and offer 
to such shareholders a right to withdraw any previous 
tender under or acceptance of Third National’s exchange 
offer. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11397/May 5, 1975 


Admin. Proc. File No. 3-4616 
In the Matter of 


JAMES L. ROWLETTE 
S. 33 W. 28256 Wernway 
Waukesha, Wisconsin 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


These are proceedings under the Securities Exchange Act 
with respect to James L. Rowlette, who was a bookkeeper 
for a registered broker-dealer. Solely for the purpose of 
these and any other administrative proceedings pursuant to 
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certain securities acts, and without admitting or denying 
the allegations in the order for proceedings, respondent 
consents to the findings and sanction set forth below. 


On the basis of the order for proceedings and respondent's 
consent, it is found that during the period from about May 
1973 to September 1974, respondent willfully aided and 
abetted violations of Section 17(a) of the Exchange Act 
and Rule 17a-3 thereunder in that he made and caused to 
be made false entries in certain broker-dealer journals and 
record accounts to conceal his conversion of approximately 
$45,000. 


In view of the foreoging, it is in the public interest to impose 
the sanction to which respondent has consented. 


Accordingly, 1T 1S ORDERED that James L. Rowlette be, 
and he hereby is, barred from association with any broker, 
dealer, investment adviser, investment company or any 
affiliate of an investment company. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11398/May 5, 1975 


Admin. Proc. File No. 3-4461 
In the Matter of 


LOUIS S. FOTI 
Holmdel, New Jersey 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


in these remedial proceedings, Louis S. Foti, who was execu- 
tive vice-president of Glendale Securities Corporation, for- 
merly a registered broker-dealer, 1/ has failed to answer the 
order that initiated these proceedings. 2/ 


On the basis of that order it is therefore found that during 
stated periods from about April 30 to May 28, 1973, re- 
spondent willfully aided and abetted violations of the 
following sections of the Exchange Act and rules thereunder: 


1. Section 15(c)(3) and Rule 15c3-1 thereunder, in that 
Glendale effected transactions when its net capital was less 
than that required by the rule; 


2. Section 17(a) and Rules 17a-3 and 17a-4 thereunder, in 
that Glendale failed to make accurately, keep current and 
preserve certain books and records; and 


3. Section 17(a) of the Exchange Act and Rule 17a-11 
thereunder, in that Glendale failed to give immediate tele- 
graphic notice of its net capital and recordkeeping deficien- 
cies and file within prescribed periods a financial report and 
a report specifying the steps taken to correct the record- 
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keeping situation. 


It is also found that the United States District Court for the 
Eastern District of New York has permanently enjoined re- 
spondent from further violations of the above-mentioned 
Exchange Act provisions and rules, 3/ and that Glendale is 
being liquidated under the Securities Investor Protection 
Act. 


In view of the foregoing, it is in the public interest to bar 
respondent from association with any broker or dealer. 


Accordingly, 1T 1S ORDERED that Louis S. Foti be, and he 


hereby is, barred from association with any broker or dealer. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Glendale’s registration was revoked in these proceed- 
ings on the basis of its default. Securities Exchange Act 
Release No. 10933 (July 29, 1974), 4 SEC Docket 657. 


2/ Rule 7(e) of the Commission’s Rules of Practice pro- 
vides that a party’s failure to file an answer as required 
shall be deemed a default and that the Commission may, 
in such circumstances, determine the proceedings against 
such party upon consideration of the order for proceed- 
ings, the allegations of which may be deemed to be true 
as to such party. 


3/ SEC v. Glendale Securities Corporation, et al., 73 
Civil Action 756. 





SECURITIES ACT OF 1934 
Release No. 11399/May 5, 1975 


Admin. Proc. File No. 3-4654 

In the Matter of 

ASHLAND OIL FINANCE CORPORATION 
Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued a no- 
tice giving interested persons until May 27, 1975 to request 
a hearing on an application by Ashland Oil Finance Corpor- 
ation (the ““Applicant’’), a subsidiary of Ashland Oil, Inc. 
(“Ashland”) and successor by merger to Ashland Overseas 
Finance Corporation (“Overseas”), pursuant to Section 
12(h) of the Securities Exchange Act of 1934 (the ““1934 
Act”) for an order exempting the company from the re- 
porting requirements of Section 13 of the 1934 Act. 


Overseas was organized for the principal purpose of raising 
funds abroad for Ashland’s foreign operations. By reason 
of the merger, Applicant assumed all of the obligations of 
Overseas in connection with $20,000,000 principal amount 
of Subordinated Guaranteed Debentures due 1988, which 
are listed on the New York Stock Exchange, where no 


trading has occurred. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11400/May 6, 1975 


The Securities and Exchange Commission today announced 
pursuant to Secticn 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act”) the temporary suspension of the 
over-the-counter trading in the common stock of Unicept, 
Incorporated (““Unicept”), a Utah corporation located in 
Salt Lake City, Utah, for the ten-day period commencing at 
1:30 p.m. (EDT) on May 6, 1975 and terminating at mid- 
night (EDT) on May 15, 1975. 


The suspension was initiated because current accurate infor- 
mation concerning the financial condition and assets of 
Unicept is unavailable to the public. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that pursuant to Rule 15c2-11 under the Exchange Act, no 
quotation may be entered, trades consummated or orders 
solicited unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
a question as to whether or not he has complied with said 
rule, he should not enter any quotation or engage in any 
transaction but should immediately contact the Securities 
and Exchange Commission, Division of Enforcement, in 
Washington, D. C. If any broker or dealer is uncertain as 

to what is required by Rule 15c2-11, he should refrain from 
entering quotations or engaging in other activities relating 
to the securities in question until such time as he has famil- 
iarized himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer enters any 
quotation or engages in any transaction which is in viola- 
tion of said rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11401/May 6, 1975 


The Securities and Exchange Commission today announced 
pursuant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act”) the temporary suspension of the 
over-the-counter trading in the common stock of Pittsburgh 
& Lake Erie Railroad Co., a Delaware corporation located 

in Pittsburgh, Pennsylvania, for the six-day period com- 
mencing at 2:00 p.m. (EDT) on May 6, 1975 and terminating 
at midnight (EDT) on May 11, 1975. 


The Commission initiated the trading suspension to allow 
time for the dissemination of news concerning a proposed 
settlement of several legal actions whereby the minority 
shareholders of the company will receive approximately $20 
per share in a cash distribution. 
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The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange Act, 


no quotation may be entered, trades consummated or orders 


solicited unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
a question as to whether or not he has complied with said 
rule, he should not enter any quotation or engage in any 
transaction but should immediately contact the Securities 
and Exchange Commission, Division of Enforcement, in 
Washington, D. C. If any broker or dealer is uncertain as 

to what is required by Rule 15c2-11, he should refrain from 
entering quotations or engaging in other activities relating 


to the securities in question until such time as he has familiar- 


ized himself with said rule and is certain that all of its pro- 
visions have been met. If any broker or dealer enters any 
quotation or engages in any transaction which is in violation 
of said rule, the Commission will consider the need for 
prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11402/May 7, 1975 


PROPOSAL TO AMEND RULE 17a-3(a)(12)(A)(8) UNDER 
THE SECURITIES EXCHANGE ACT OF 1934 TO MODIFY 


THE REQUIREMENT THAT BROKER-DEALERS MAIN- 


TAIN A RECORD OF ALL ARRESTS, INDICTMENTS OR 
CONVICTIONS, OTHER THAN MINOR TRAFFIC OFFEN- 


SES, OF ASSOCIATED PERSONS (File No. S7-563) 


The Securities and Exchange Commission has under con- 
sideration a proposed amendment of Rule 17a-3(a)(12)(A) 
(8) under the Securities Exchange Act of 1934 [17 CFR 
240.17a-3(a)(12){i)(h)] . Rule 17a-3(a)(12)(A) presently 
requires every member of a national securities exchange 
who transacts a business in securities directly with others 
than members of a national securities exchange, and every 
broker or dealer who transacts a business in securities 
through the medium of any such member, and every regis- 
tered broker or dealer to obtain from each associated per- 
son 1/ a questionnaire or application for employment con- 
taining, among other things, a record of any arrests, in- 
dictments, or convictions for any felony or misdemeanor, 
except minor traffic offenses. 2/ The Commission proposes 
to amend Rule 17a-3(a)(12)(A)(8) to limit the reference to 
arrests or indictments to crimes which are related to the 
safe operation of the securities industry. 


Discussion 


Rule 1 7a-3(a)(12) was adopted October 6, 1961 and became 
effective November 10, 1961. 3/ In addition to arrest, indict- 
ment, and conviction records, the Rule requires that records 


be maintained on the background, education, and business 
experience of associated persons. The Release lists two rea- 
sons for requiring such information: First, that ““good busi- 
ness practice” calls for the retention of “fairly detailed data 
concerning the experience and past record of partners, offi- 
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cers, salesmen, traders and other employees handling funds, 
securities or transactions for the firm." Second, that the 
Commission would benefit in its broker-dealer inspections 
and enforcement activities from the availability of such 
records. 


While these conclusions remain valid, the Commission is 
concerned that requiring the maintenance of records of all 
arrests and indictments (other than minor traffic offenses) 
may be too broad and as such may no longer comport with 
public policy and should not be required by Commission 
rule. The Commission is cognizant of the potential detri- 
mental inferences which may be drawn from arrest records. 
As stated by Judge Irving Ben Cooper of the United States 
District Court for the Southern District of New York: 


“Those of us who deal with the daily practicalities 
presented by the bread-and-butter portions of court 
calendars find that, in the main irreparable injury 

is done a defendant acquitted after a trial; the fact 
of his arrest is very often sufficient to rule him out 
of consideration for employment.” 4/ 


At the same time, the securities industry bears a heavy bur- 
den of public trust and confidence; the protection of cus- 
tomers’ funds and securities is paramount. The Commission 
deems it important that broker-dealers obtain and maintain 
extensive information on the background of associated per- 
sons. In proposing to amend Rule 17a-3(a)(12)(A)(8), the 
Commission is attempting to balance these sometimes con- 
flicting objectives. 


Recent developments have led the Commission to review 
whether the benefit to be derived from the maintenance of 
records of all arrests and indictments is outweighed by 

the potential damage to the civil rights of the individuals 
involved. At the same time, the Commission believes that 
the securities industry has certain requirements which jus- 
tify, as a matter of businessnecessity and the public inter- 
est, maintaining certain arrest and indictment records of 
persons dealing with customers’ funds and securities. 


Proposed Revision of Rule 17a-3(a)(12)(A)(8) 


The Commission believes that the extent of the records of 
arrests and indictments required to be kept pursuant to 
Commission rule should be reconsidered. Rule 17a-3(a) 
(12)(A)(8) is not on its face discriminatory since it does 
not mandate that persons with arrest or indictment re- 
cords be denied consideration for employment. Neverthe- 
less, the Rule may indirectly have such an effect in certain 
cases. The Commission, therefore, proposes to limit the 
requirement concerning arrest and indictment records to 
crimes which are of such a nature as to impact directly on 
the safe operation of the securities business. 


While the Commission proposes that the maintenance of 
arrest records be limited, it is apparent that persons con- 
victed of crimes may not be suitable for employment in 
the securities industry. Accordingly, the Commission pro- 
Poses to continue to require employers in the securities in- 
dutry to maintain records of all convictions, other than 
minor traffic offenses, of their employees. 


Statutory Authority 
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The amendment to Rule 17a-3(a)(12)(A)(8) would be 
adopted pursuant to Section 17(a) and Section 23(a) 
of the Securities Exchange Act of 1934. 


Text of Proposed Amended Rule 17a-3(a)(12)(A)(8) 


The text of Rule 17a-3(a)(12)(A)(8) as it is proposed to be 
amended is as follows (new material is in italics): 


(a) Every member of a national securities exchange who 
transacts a business in securities directly with others than 
members of a national securities exchange, and every 
broker or dealer who transacts a business in securities 
through the medium of any such member, and every 
broker or dealer registered pursuant to section 15 of 

the Securities Exchange Act of 1934, as amended, shall 
make and keep current the following books and records 
relating to his business: 


(12)(A) A questionnaire or application for employment 
executed by each “‘associated person” (as hereinafter de- 
fined) of such member, broker or dealer, which question- 
naire or application shall be approved in writing by an 
authorized representative of such member, broker or 
dealer and shall contain at least the following information 
with respect to such person: 


* * aa 


(8) A record of any arrest or indictment for any felony 

or misdemeanor involving the purchase, sale or delivery 

of any security or arising out of the conduct of the busi- 
ness of a broker, dealer, fiduciary, investment company, in- 
vestment adviser, underwriter, bank, trust company, insur- 
ance company or other financial institution, or involving 
any crime in which violence or threats of violence against 
any person, dishonesty, the wrongful taking of any proper- 
ty, or any manner of fraud was a factor or involving conspir- 
acy to commit any of the foregoing and a record of any con- 
viction for any felony or any misdemeanor, except minor 
traffic offenses, of which he has been the subject. 


Conclusion 


Interested persons may submit their comments on the pro- 
posed amendment of Rule 17a-3(a)(12)(A)(8) in writing 

on or before June 18, 1975 to George A. Fitzsimmons, Sec- 
retary, Securities and Exchange Commission, 500 North 
Capitol Street, N. W., Washington, D. C. 20549. All such 
communications should bear File No. S7-563 and will be 
available for public inspection. 


By the Commission. 


George A. Fitzsimmons ° 
Secretary 


1/ Rule 17a-3(a)(12)(B) defines an associated person to be a 
“partner, officer, director, salesman, trader, manager, or any 
employee handling funds or securities or soliciting trans- 
actions or accounts for such member, broker or dealer.” 


2/ Form SECO-2, the Personnel Form for nonmember 
brokers and dealers, requests similar information. On De- 
cember 13, 1974, the Commission proposed amending 

Form SECO-2 by the substitution of Form U-4, a uniform 
application for registration of associated persons. (Securi- 
ties Exchange Act Release No. 11135) Insofar as the require- 
ments regarding arrest records, indictments, and convictions 
are concerned, Form U-4 would be modified, if necessary, 
to contain limitations similar to Rule 17a-3(a)(12)(A)(8). 


3/ Securities Exchange Act Release No. 6646. 
4/ Quoted in Hess and LePoole, Abuse of the Record of 


Arrest Not Leading to Conviction, 13 CRIME & DEL'IN- 
QUENCY 494, 496 (1967). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11403/May 7, 1975 


Admin. Proc. File No. 3-4334 
In the Matter of 


RICHARD GREENBERG 
44 Adam Road West 
Massapequa, New York 


NOTICE THAT INITIAL DECISION HAS BECOME 
FINAL 


In these broker-dealer proceedings under the Securities 
Exchange Act, no petition for review of the administrative 
law judge’s initial decision has been filed with respect to 
Richard Greenberg. The time for filing any such petition 
has expired and the Commission has not determined to re- 
view the issues with respect to Greenberg on its own initia- 
tive. 


Accordingly, notice is hereby given, pursuant to Rule 17(f) 
of the Commission’s Rules of Practice, that the initial deci- 
sion of the administrative law judge with respect to Richard 
Greenberg has become the Commission’s final decision. The 
order in that decision barring Greenberg from association 
with any broker or dealer is hereby declared effective. 1/ 


George A. Fitzsimmons 
Secretary 
1/ Greenberg has also been barred in two other proceedings. 


Securities Exchange Act Release No. 11228 (February 6, 
1975), 6 SEC Docket 216. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11404/May 7, 1975 


Admin. Proc. File Nos. 3-4215, 3-4424 and 3-4500 
In the Matter of 


DIXON, DOLCE & CO., INC. 
New York, New York 
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(8-16265) 


RONALD E. DIXON 
JOSEPH S. DOLCE 
JOHN M. VERDI 


VEN ASSOCIATES, INC. 
New York, New York 


VINCENT F. NADDEO 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, the trustee in bankruptcy of Dixon, Dolce 
& Co., Inc. (“registrant’’), a registered broker-dealer, 
Ronald E. Dixon, who was president of registrant, Joseph 
S. Dolce, who was a vice-president of registrant, Vincent 
F. Naddeo, who was a controlling person of registrant, 
and VEN Associates, Inc. (“VFN”), a firm through which 
Naddeo, its sole stockholder, traded in securities, 1/ have 
submitted consents. John M. Verdi, who was a vice-presi- 
dent of registrant, has submitted an offer of settlement 
which the Commission has determined to accept. Solely 
for the purpose of these proceedings, and without admit- 
ting or denying the allegations in the orders for proceed- 
ings, registrant’s trustee and the respondents other than 
registrant consent to the findings and the sanctions set 
forth below. 2/ 


On the basis of the orders for proceedings, the consents 
and the offer of settlement, it is found that: 3/ 


1. During the period from January through July 1972, 
registrant, Dolce, VFN and Naddeo willfully violated 
Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder. VFN and Naddeo gave indications of interest 
to various underwriters for the purchase of five stocks 
covered by registration statements under the Securities 
Act. 4/ Those indications were given after the statements 
had been filed but before they became effective. There- 
after VFN and Naddeo sold through registrant outstanding 
shares of the same classes short. Such short sales caused or 
contributed to causing the market prices of those stocks 
to fall and hence depressed the prices at which the shares 
covered by the registration statements were sold to the 
public. There was no disclosure that the sales were short 
sales which would be covered with registered securities 
acquired from underwriters. 


2. During the same period registrant, Dolce, VFN and 
Naddeo willfully violated or willfully aided and abetted 
violations of Sections 9(a)(2), 10(a) and 10(b) of the Ex- 
change Act and Rules 10a-1 and 10b-5 thereunder. They 
engaged in transactions of the sort described above with 
respect to seven stocks listed on national securities ex- 
changes. 5/ A series of short sales created actual and 
apparent trading in and caused or contributed to causing 

a decline in the prices of such stocks for the purpose of 
inducing others to sell them. This was done so that the 
short sales of these issues could be covered with purchases 
of registered shares at depressed prices. In addition, regis- 
trant, Dolce, VFN and Naddeo caused orders to sell four of 
these stocks (which were then undeliverable, and not carried 
in the accounts for which such sales were made) to be mark- 
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ed and executed as “‘long” sales on a national securities ex- 
change. 6/ 


3. During the same period registrant, willfully aided and 
abetted by Dolce, willfully violated Section 17(a) of the Ex- 
change Act and Rule 17a-3 thereunder by falsely recording 
VFEN’‘s short sales as transactions effected for registrant's 
own account. 


4. During the same period registrant, Dolce, VFN and 
Naddeo willfully violated or willfully aided and abetted 
violatidns of Sections 7(c)(1) and 7(f)(1) of the Exchange 
Act and Regulations T and X promulgated thereunder by 
the Board of Governors of the Federal Reserve System by 
improperly extending (registrant and Dolce) and receiving 
(VFN and Naddeo) credit in connection with the short sales 
of securities. 


5. During March of 1973 registrant, Dixon, Dolce, Verdi 
and Naddeo willfully violated Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder in that they accepted orders 
for the purchase and sale of securities when registrant was 
insolvent and incapable of consummating such transactions. 


6. During March and April 1973 registrant, willfully aided 
and abetted by Dixon, Dolce, Verdi and Naddeo, willfully 
violated: 


(a) Section 15(c)(3) of the Exchange Act and Rule 15c3-1 
thereunder in that it effected transactions when its aggre- 
gate indebtedness exceeded 2,000% of its net capital and it 
did not have net capital of at least $5,000; and 


(b) Section 17(a) of the Exchange Act and Rules 17a-3, 
17a-4 and 17a-11 thereunder in that registrant failed to 
make accurately, keep current and preserve certain books 
and records, and give immediate telegraphic notice of its 
net capital and recordkeeping deficiencies and file required 
reports. 


7. On about January 12, 1971 registrant, willfully aided 
and abetted by Dixon, Dolce and Naddeo, willfully violated 
Section 15(b) of the Exchange Act and Rule 15b1-1 there- 
under in that registrant’s application for broker-dealer regis- 
tration failed to disclose that Naddeo directly or indirectly 
controlled its business and was found a cause of the expul- 
sion of V. F. Naddeo & Co., Inc. from membership in the 
National Association of Securities Dealers, Inc. 


8. During the period from January 1972 to April 1973 
registrant, willfully aided and abetted by Dixon, Dolce, Verdi 
and Naddeo, willfully violated Section 15(b) of the Exchange 
Act and Rule 15b3-1 thereunder in that registrant failed 

to amend its broker-dealer registration application to dis- 
close that Verdi had become a vice-president of registrant. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the consents and the offer 
of settlement. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of Dixon, Dolce & Co., Inc. be, and it 
hereby is, revoked; and it is further 


ORDERED that Ronald E. Dixon, Joseph S. Dolce, Vincent 
F. Naddeo, VFN Associates, Inc. and John M. Verdi be, and 
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they hereby are, barred from being associated with any brok- 
er, dealer, investment adviser or investment company. Verdi, 
after two years, may apply to become so associated in a non- 
supervisory capacity and, after five years from the date 
hereof, may apply to become so associated in a supervisory 


capacity. Any such application shall demonstrate to the Com- 


mission’s satisfaction Verdi's ability to function properly in 
the requested capacity. 


The bars imposed herein are effective one day after the date 
of this order. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Naddeo was also president of V. F. Naddeo & Co., Inc. 
That firm’s broker-dealer registration has been revoked in 
these proceedings pursuant to its receiver’s consent. Securi- 
ties Exchange Act Release No. 10741 (April 17, 1974), 4 
SEC Docket 124. 


2/ Registrant's trustee, VFN and Naddeo also consent to 
such findings and sanctions for purposes of any other pro- 
ceedings under certain provisions of the Exchange Act. 


3/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 


4/ The securities in question were the stocks of Adobe 
Corporation, Fidelity Financial Corporation, Forest Oil 
Corporation, Storage Technology Corporation and Tuftco 
Corporation. 


5/ The seven issues were the stocks of: Jewelcor, Inc., 
Johnson Products Co., Inc., Riblet Products Corp., Sam- 
bo’s Restaurants, Inc., Knight Newspapers, Inc., S. S. 
Kresge Co. and White Motor Corp. 


6/ The four stocks involved were: Jewelcor, Johnson, 
Riblet and Sambo’s. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11405/May 7, 1975 


Admin. Proc. File No. 3-4658 
In the Matter of 


ROCK COUNTY BANCORP 
(81-174) 


ORDER DENYING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT 


The Securities and Exchange Commission has issued an 
order denying the application of Rock County Bancorp, 

a Wisconsin Corporation, pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, as amended, for an ex- 


emption from the provisions of Section 15(d) of the Act. 


It appeared to the Commission that the granting of the re- 
quested exemption would not have been consistent with 
the public interest or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11406/May 7, 1975 


ANNOUNCEMENT OF RESPONSES FROM NATIONAL 
SECURITIES EXCHANGE WITH RESPECT TO THE SE- 
CURITIES EXCHANGE COMMISSION’S REQUEST FOR 
ELIMINATION OF RULES AND PRACTICES RESTRICT- 
ING ACCESS TO OR USE OF QUOTATION INFORMA- 
TION 


The Securities and Exchange Commission today announced 
that it had received responses from all registered national 
securities exchanges to its March 11, 1975 requests, made 
pursuant to Section 19(b) and various other Sections under 
the Securities Exchange Act of 1934, that national securi- 
ties exchanges eliminate those of their rules and practice 
which restrict access to or use of quotation information 
disseminated bysuch exchanges. 1/ All exchanges either 
have taken the action requested by the Commission or have 
informed the Commission that they have no rules or prac- 
tices which restrict access to or use of such information. 


As a consequence of the foregoing action, vendors of 
market information which receive quotation information 
from exchanges may disseminate such information to any 
subscriber for any purpose, subject only to compliance 
with such procedures as disseminating exchanges have es- 
tablished, or may in the future establish, to provide for 
the collection of reasonable exchange charges for such in- 
formation. 


The Commission considers that the actions taken by the 
various exchanges will facilitate the establishment of a 
central market system, as contemplated by the Statement 
on the Future Structure of the Securities Markets (Feb- 
ruary 2, 1972) and the Policy Statement of the Securities 
Exchange Commission on the Structure of a Central Mar- 
ket System (March 29, 1973), by making possible the 
composite display of quotation information for multiply 
traded securities. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Securities Exchange Act Release No. 11288 (March 11, 
1975). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11407/May7, 1975 


The Securities and Exchange Commission announced pursu- 
ant to Section 15(c)(5) of the Securities Exchange Act of 
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1934 (“Exchange Act”) the temporary suspension of over- 
the-counter trading in the securities of Valley Airlines, Inc., 
a Utah corporation located in San Francisco, California, 
commencing at 4:30 p.m. (EDT) on May 7, 1975 and ter- 
minating at midnight (EDT) on May 16, 1975. 


The suspension was initiated with Valley Airlines, Inc.‘s 
concurrence because of the lack of adequate and accurate 
information concerning the financial condition and business 
operations of Valley. 


The Commission has received information which indicates 
that Valley Airlines, Inc. is not currently providing air ser- 
vice and that none of Valley's aircraft are certified for oper- 
ation. 


Certain questions have also been raised as to the manner in 
which Valley became a publicly traded corporation. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be en- 
tered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Securities and Exchange Commis- 
sion, Division of Enforcement in Washington, D. C. If any 
broker or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations relating 
to the securities in question until such time as he has famili- 
arized himself with said rule and is certain that all of its 

_ provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11408/May 8, 1975 


Admin. Proc. File No. 3-4330 

In the Matter of 

L. M. ROSENTHAL & CO., INC. 
666 Fifth Avenue 

New York, New York 

(8-10024) 

STEPHEN IRWIN FISCHGRUND 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, L. M. Rosenthal & Co. , Inc. (“registrant”), a 
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registered broker-dealer, and Stephen Irwin Fischgrund, 

a vice-president of registrant, have submitted offers of 
settlement which the Commission has determined to ac- 
cept. Soleiy for the purpose of these or any other pro- 
ceedings under specified provisions of the Exchange Act, 
and without admitting or denying the allegations in the 
order for proceedings, respondents consent to certain find- 
ings of misconduct as alleged in that order and to the impo- 
sition of specified sanctions. 


On the basis of the order for proceedings and the offers of 
settlement, it is found that: 1/ 


1. During the period from about May 24, 1972 to Feb- 
ruary 14, 1973, registrant, willfully aided and abetted by 
Fischgrund, willfully violated Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder. Cohen Goren Equities, Inc., 
formerly a registered broker-dealer, 2/ was underwriter for 
an offering of 125,000 shares of common stock of Logos 
Development Corp. at $10 per share pursuant to a registra- 
tion statement effective May 24, 1972. Registrant and 
Fischgrund participated in a manipulation of the after- 
market for Logos stock which kept the stock at artificially 
inflated price levels. They entered into an arrangement with 
Cohen Goren pursuant to which registrant entered quota- 
tions for the stock both in the “pink sheets’’ published by 
the National Quotation Bureau and with the National Asso- 
ciation of Securities Dealers Automated Quotations System 
(“NASDAQ”) in return for certain guarantees, thereby 
creating the illusion of an active independent market for 
the stock. And respondents quoted Logos stock at artifi- 
cially inflated prices and purchased and sold the stock at 
such levels. 


2. During the same period, registrant, willfully aided and 
abetted by Fischgrund, willfully violated Section 15(c)(2) 
of the Exchange Act and Rule 15c2-7 thereunder in that it 
failed to inform the National Quotation Bureau, NASDAQ 
and other broker-dealers quoting Logos stock that its quo- 
tations were inserted pursuant to the arrangement describ- 
ed above. 


Registrant represents that it has adopted corrective practices 
and procedures in connection with the supervision of its 
marketmaking activities in over-the-counter securities. And 
its offer of settlement provides that it may be suspended for 
30 business days from making a market in any security on 
the over-the-counter market. During that period, however, 
it may engage in (1) transactions arising from solicited or 
unsolicited orders from customers who are not registered 
broker-dealers to purchase or sell securities except for trans- 
actions in which registrant acts as principal; (2) transactions 
as a market maker and transactions arising from solicited or 
unsolicited orders from customers in which registrant acts 
as principal in any security in which registrant was the sole 
market maker on the business day prior to its suspension, 
provided that registrant was a market maker in that secur- 
ity for at least six of the eleven business days prior to such 


suspension; and (3) transactions as a market maker and trans- 


actions arising from solicited or unsolicited orders from 
customers in which registrant acts as a principal in any se- 
curity for which, on at least one business day during regis- 
trant’s suspension, there is no other broker-dealer entering 
a quotation for the security with both the National Quota- 
tion Bureau and NASDAO, provided that registrant was a 
market maker in that security for at least five of the ten 
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business days prior to its suspension. Fischgrund’s offer 
provides that he may be suspended for 30 business days 
from association with any broker or dealer. 


in view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offers of settlement. 


Accordingly, 1T IS ORDERED that, with the exceptions 

set forth above, L. M. Rosenthal & Co., Inc. be, and it 
hereby is, suspended from making a market in any security 
on the over-the-counter market for a period of 30 business 
days; and that Stephen Irwin Fischgrund be, and he hereby 
is, suspended from being associated with any broker or deal- 
er for the same period. The suspensions shall be effective 

at the opening of business on May 27, 1975. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 


2/ Cohen Goren consented to revocation of its broker-deal- 
er registration in these proceedings. Securities Exchange Act 
Release No. 10252 (June 28, 1973), 2 SEC Docket 70. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11409/May 8, 1975 


The Securities and Exchange Commission announced pursu- 
ant to Section 15(c)(5) and Section 19(a)(4) of the Securi- 
ties Exchange Act of 1934 (“Exchange Act”’) the tempor- 
ary suspension of exchange and over-the-counter trading 

for a ten-day period commencing at 11:15 a.m. (EDT) on 
May 8, 1975 and terminating at midnight (EDT) on May 17, 
1975 of all securities of the following issuers which have 
failed to file with the Commission at least the indicated re- 
ports: 


ALLIED EQUITIES CORP., a Nevada corporation located 

at 100 North Arlington Ave., Suite 350, Reno, Nevada (10-K 
annual report for the fiscal year ended December 31, 1974) 
traded over-the-counter. 


M. H. FISHMAN CO., INC., a Delaware corporation located 
at 300 Parle Ave., S., New York, N. Y. (10-K annual report 
for the fiscal year ended December 31, 1974) trading halted 
on the American Stock Exchange, December 27, 1974, trad- 
ed over-the-counter. 


1.C.H. CORP., a Missouri corporation located at 906 Grand 

Ave., Kansas City, Missouri (10-K annual report for the fis- 

cal year ended December 31, 1974) listed for trading on the 
American Stock Exchange. 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting pro- 
visions of the Exchange Act resulting in the lack of current 
and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 


available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be en- 
tered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with said 
rule, he should not enter any quotation but immediately 
contact the staff of the Securities and Exchange Commis- 
sion, Division of Enforcement in Washington, D.C.1f any 
broker or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations re- 
lating to the securities in question until such time as he has 
familiarized himself with said rule and is certain that all of 
its provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11410/May 9, 1975 


ACTION DECLARING EFFECTIVE AMENDED SPECIAL 
OFFERING PLANS OF THE DETROIT, BOSTON AND 
CINCINNATI STOCK EXCHANGES UNDER THE SECUR 
ITIES EXCHANGE ACT OF 1934 


The Securities and Exchange Commission has announced that 
it has declared effective amended Special Offering Plans 

filed by the Detroit (““DSE”’), Boston (“BSE”) and Cin- 
cinnati (““CSE’’) Stock Exchanges pursuant to the provisions 
of Rule 10b-2(d) (17 CFR 240.10b-2(d)) under the Securi- 
ties Exchange Act of 1934. 


The Special Offering Plans of the DSE, BSE and CSE pro- 
vide for the sale of a block of a listed security on those ex- 
changes at a fixed price under certain conditions when the 
exchange cannot absorb the block within a reasonable time 
and at a reasonable price or prices. The Plans contain cer- 
tain anti-manipulative controls and require members, mem- 
ber firms and member corporations to make certain dis- 
closures concerning the offering to persons whose orders 
are solicited. 


The amendments to these Special Offering Plans were pro- 
posed to conform them to the requirements of Securities 
Exchange Act Rule 19b-3. Under Rule 19b-3, national se- 
curities exchanges may not after May 1, 1975, adopt or 
retain any rule that requires, or otherwise, directly or in- 
directly, require, their members, or any person associated 
with their members, to charge any person any fixed rate 
of commission (other than commissions for floor broker- 
age for members) for transactions effected on, or effected 
by the use of the facilities of, exchanges. 


The text of the Commission’s action follows: 


“The Securities and Exchange Commission acting pursuant 
to the Securities Exchange Act of 1934, particularly Sections 
10(b) and 23(a) thereof and Rule 10b-2(d) (17 CFR 240.10b- 
2(d) thereunder, deeming it necessary for the exercise of 

the functions vested in it, and having due regard for the 
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public interest and for the protection of investors, hereby 
declares effective the Special Offering Plan of the Detroit 
Stock Exchange, as amended by amendments filed on 
April 25, 1975, the Special Offering Plan of the Boston 
Stock Exchange, as amended by amendments filed on 
April 2, 1975, and the Special Offering Plan of the Cin- 
cinnati Stock Exchange, as amended by amendments 

filed on April 9, 1975, on the condition that if at any time 
it appears to the Commission to be necessary or appropri- 
ate in the public interest or for the protection of investors 
so to do, the Commission may suspend or terminate the 
effectiveness of any of or all such Special Offering Plans 

by sending at least 10 days written notice to the particu- 
lar exchange or exchanges involved. The Commission finds 
that notice and public procedure pursuant to Sections 

4(a) and 4(b) of the Administrative Procedure Act are 
unnecessary since the amendments will conform those plans 
to the requirements of Securities Exchange Act Rule 19b-3 
which was adopted by the Commission after notice and 
public procedure (See Securities Exchange Act Release No. 
11203 (January 23, 1975)). The Commission further finds 
that Rule 10b-2(d) (17 CFR 240.10b-2(d)) and the action 
taken hereunder have the effect of relieving restriction and 
granting exemption and that, therefore, this action may 

be and is hereby declared effective on May 1, 1975 pursu- 
ant to Section 4(c) of the Administrative Procedure Act.” 


Effective May 1, 1975. 
By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11411/May 9, 1975 


Admin. Proc. File No. 3-4513 
In the Matter of 


CAPITAL DEVELOPMENT ASSOCIATES 
Box D, 201 East Baltimore Avenue 
Media, Pennsylvania 


(8-13911) 


FREDERIC JAMES, JR. 
RALPH C. POSSINGER 
FRANCIS J. WALSH 
BENJAMIN DUBIN 
ELMER GOLDBERG 
SAMUEL MISHKIN 
DAVID R. ZIMMERMAN 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


in unese broker-dealer proceedings under the Securities Ex- 
cnange Act, Capital Development Associates (“registrant’’), 
wu eyistered broker-dealer, and the seven above-named indi- 
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viduals, who were salesmen for several other broker-dealers, 
have submitted offers of settlement which the Commission 
has determined to accept. 1/ Solely for the purpose of these 
and any other proceedings brought by the Commission, 2/ 
and without admitting or denying the allegations in the 
order for proceedings, respondents consent to the findings 
and sanctions below. 


On the basis of the order for proceedings and the offers of 
settlement, it is found that, during the period from about 
August 1970 to November 1972, respondents willfully 
violated Section 17(a) of the Securities Act and Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder in 
that, in the offer and sale of common stock of Lomma In- 
ternational, Inc., they made material misrepresentations 
concerning, among other things: 


1. The nature of Lomma’s businesses and assets, and the 
value of the latter; 


2. The market for Lomma’s products; 
3. Future dividends to be paid by the company; 


4. The future trading market for Lomma’s stock, its listing 
on the American Stock Exchange, and prospective increases 
in its price; and 


5. The speculative nature of an investment in Lomma. 3/ 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions to which respondents have consented. 


Accordingly, 1T IS ORDERED that the broker-dealer regis- 
tration of Capital Development Associates be, and it hereby 
is, suspended for 90 days, and that upon termination of 
that suspension its pending application for the withdrawal of 
such registration shall become effective; and it is further 


ORDERED that Francis J. Walsh, Frederic James, Jr., 
Ralph C. Possinger, Benjamin Dubin, Samuel Mishkin, 
David R. Zimmerman and Elmer Goldberg be, and they 
hereby are, suspended from association with any broker- 
dealer as follows: 


a. Walsh — for a period of 120 days, after which Walsh 
undertakes not to become so associated in an ownership of 
supervisory position, or in any capacity in which he is not 
properly supervised, without prior Commission approval. 


b. James — for a period of 120 days, during which suspen- 
sion period he may sell mutual funds. 


c. Possinger, Dubin, Mishkin and Zimmerman — for a period 
of 45 days, during which suspension period they may sell 
mutual funds. 


d. Goldberg — for a period of 15 days, during which suspen- 
sion period he may sell mutual funds; and it is further 


ORDERED that each of the aforementioned suspension be- 
gin at the opening of business on May 19, 1975. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 


1/ Registrant's offer of settlement is submitted on behalf 
of itself and its corporate successor, Capital Development 
Associates, Inc., which was not named as a respondent in 
these proceedings. Both have pending applications for with- 
drawal of their broker-dealer registration. 


2/ Registrant's offer states that it is submitted solely for the 
purpose of these proceedings. 


3/ The findings herein are not binding upon any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11412/May 9, 1975 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act”) the temporary suspension of 
over-the-counter trading in the securities of Integrity En- 
tertainment Corp., a Delaware corporation located in Los 
Angeles, California, commencing at 10:35 a.m. (EDT) on 
May 9, 1975 and terminating at midnight (EDT) on May 
18, 1975. 


The suspension was initiated at the request of the company 
pending an announcement concerning an inventory theft. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be en- 
tered unless and until they have strictly complied with all 

of the provisions of said-rule. If any broker or dealer has any 
questions as to whether or not he has complied with said 
rule, he should not enter any quotation but immediately 
contact the staff of the Securities and Exchange Commis- 
sion, Division of Enforcement in Washington, D. C. If any 
broker or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations relating 
to the securities in question until such time as he has familiar- 
ized himself with said rule and is certain that all of its provi- 
sions have been met. If any broker or dealer enters any quo- 
tation which is in violation of said rule, the Commission 

will consider the need for prompt enforcement action. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 


Release No. 18967/May 2, 1975 
In the Matter of 


MISSISSIPPI POWER & LIGHT COMPANY 
P. O. Box 1640 
Jackson, Mississippi 39205 


(70-5672) 


NOTICE OF PROPOSED TRANSACTIONS RELATED TO 
FINANCING OF POLLUTION CONTROL FACILITIES 


NOTICE IS HEREBY GIVEN that Mississippi Power & 
Light Company (“Mississippi”), an electric utility subsidiary 
company of Middle South Utilities, Inc., a registered hold- 
ing company, has filed an application with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act’’), designating Sections 9(a) and 10 of the 

Act as applicable to the proposed transactions. All inter- 
ested persons are referred to the application, which is 
summarized below, for a complete statement of the pro- 
posed transactions. 


In order to comply with prescribed environmental control 
standards of the State of Mississippi with respect to air 

and water quality, it will be necessary for Mississippi to 
construct certain pollution control facilities solely for this 
purpose. This application relates to the company’s proposal 
for its disposition and acquisition of the pollution control 
facilities for use in connection with the Delta Steam Elec- 
tric Station, located in Bolivar County, Mississippi, the Nat- 
chez Steam Electric Station, located in Adams County, 
Mississippi, and the Rex Brown Steam Electric Station, 
located in Hinds County, Mississippi. 


It is intended that Bolivar County, Mississippi, will issue its 
pollution control revenue bonds for the purpose of paying 
the costs of the construction and equipping of certain pollu- 
tion control facilities at the Delta Steam Electric Station 
(“Delta Project’). Mississippi proposes to enter into an in- 
stallment Sale Agreement (“Delta Agreement”) with Bolivar 
County which will provide for the construction and equip- 
ping of the Delta Project by or on behalf of Bolivar County 
and the issuance by Bolivar County of its Pollution Control 
Revenue Bonds (“Delta Bonds”), in principal amount pre- 
sently estimated not to exceed $825,000 sufficient to cover 
the cost of construction. The proceeds of the sale of the 
Delta Bonds will be deposited by Bolivar County with the 
trustee (“Bolivar County Trustee”) under an indenture to 
be entered into between Bolivar County and such Trustee, 
pursuant to which the Delta Bonds are to be issued and se- 
cured (“Bolivar Indenture”). The proceeds resulting from 
the issuance of the Delta Bonds will be applied to payment 
of the cost of construction. The Delta Agreement also will 
provide for the sale of the Delta Project to Mississippi, the 
payment by the company of the purchase price of the Delta 
Project in semi-annual installments over a term of years, and 
the assignment and pledge to the Bolivar County Trustee of 
Bolivar County’s interest in, and of the moneys receivable 
by Bolivar County under, the Delta Agreement. The Delta 
Agreement will provide that the purchase price of the Delta 
Project payable by the company will be of such amount, in- 
cluding interest thereon, as shall be sufficient (together with 
other moneys held by the Bolivar County Trustee under 

the Bolivar Indenture for that purpose) to pay the principal 
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of and interest on the Delta Bonds as the same become due 
and payable. The Delta Agreement will also obligate the 
company to pay the fees and charges of the Bolivar County 
Trustee under the Bolivar Indenture. The Delta Bonds are 
noncallable for redemption prior to July 1, 1985, except in 
case of certain special circumstances. It is intended that 

said bonds will mature serially at the rate of $50,000 each 
July 1st for the years 1978 through 1987, $100,000 for the 
years 1988 and 1989, and $125,000 for the year 1990. 


In order to comply with Mississippi law, it will be necessary 
for the company to convey to Bolivar County such portions 
of the Delia Project as may be owned by the company at 
the time the Delta Agreement is executed (“Existing Delta 
Facilities”). Such Existing Delta Facilities would thereupon 
become a part of the Delta Project which is to be provided 
by Bolivar County and which the company proposes to 
acquire as provided in the Delta Agreement. 


It is further intended that Adams County will issue its pollu- 
tion control revenue bonds for the prpose of paying the 
costs of the construction and equipping of certain pollution 
control facilities at the Natchez Steam Electric Station 
(“Natchez Project”’). Mississippi proposes to enter into an 
installment sale agreement (“Natchez Agreement”) with 
Adams County which will provide for the construction and 
equipping of the Natchez Project by or on behalf of Adams 
County and the issuance by Adams County of its Pollution 
Control Revenue Bonds (“Natchez Bonds”), in principal 
amount not to exceed $625,000, which agreement will 
have terms and conditions similar to those in the Delta 
Agreement, except that the Natchez Bonds will mature 
serially at the rate of $50,000 each July 1st for the years 
1978 through +989 and $25,000 for the year 1990. The 
proceeds of the sale of the Natchez Bonds will be deposited 
by Adams County with the trustee (“Adams County 
Trustee”) under an indenture to be entered into between 
Adams County and such Trustee, pursuant to which the 
Natchez Bonds are to be issued and secured (“Adams In- 
denture”). The terms and conditions of the Adams In- 
denture will be similar to the terms and conditions of the 
Bolivar Indenture. 


In order to comply with Mississippi law, it will be necessary 
for the company to convey to Adams County such portions 
of the Natchez Project as may be owned by the copany at 
the time the Natchez Agreement is executed (“Existing 
Natchez Facilities”). Such Existing Natchez Facilities would 
thereupon become a part of the Natchez Project which is to 
be provided by Adams County and which the company pro- 
poses to acquire as provided in the Natchez Agreement. 


It is additionally intended that Hinds County, Mississippi 
(“Hinds County”) will issue its pollution control revenue 
bonds for the purpose of paying the cost of the construction 
and equipping of the pollution control facilities at the Rex 
Brown Steam Electric Station (“Rex Brown Project”). 
Mississippi proposes to enter into an installment sale agree- 
ment (“Rex Brown Agreement”) with Hinds County which 
provides for the construction and equipping of the Rex 
Brown Project by or on behalf of Hinds County and the issu- 
ance by Hinds County of its Pollution Control Revenue 
Bonds (“Rex Brown Bonds”) in principal amount presently 
estimated not to exceed $950,000, which agreement will 
have terms and conditions similar to those in the Delta 
Agreement. The proceeds of the sale of the Rex Brown 
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Bonds will be deposited by Hinds County with the trustee 
(“Hinds County Trustee”) under an indenture to be entered 
into between Hinds County and such Trustee (“Hinds Coun- 
ty Indenture’’) pursuant to which the Rex Brown Bonds 

are to be issued and secured. The terms and conditions of 
the Hinds County Indenture will be similar to the terms 

and conditions of the Delta Indenture, except that all of 

the proposed Rex Brown Bonds will mature on July 1, 
1995. 


In order to comply with Mississippi law, it will be necessary 
for the company to convey to Hinds County such portions 
of the Rex Brown Project as may be owned by the com- 
pany at the time the Rex Brown Agreement is executed 
(“Existing Rex Brown Facilities’’). Such Existing Rex 
Brown Facilities would thereupon become a part of the 
Rex Brown Project which is to be provided by Hinds 
County and which the company proposes to acquire as 
provided in the Rex Brown Agreement. 


The Existing Delta Facilities would be conveyed to Bolivar 
County, the Existing Natchez Facilities would be conveyed 
to Adams County, and the Existing Rex Brown Facilities 
would be conveyed to Hinds County subject to the lien of 
Mississippi’s Mortgage and Deed of Trust. Upon reconvey- 
ance to the company, these facilities, as well as the new 
pollution control facilities, generally, when constructed, 
will be subject to such lien. 


It is contemplated that the Delta Bonds wiil be sold by 
Bolivar County, the Natchez Bonds by Adams County, and 
the Rex Brown Bonds by Hinds County pursuant to 
arrangements with Speed-Welch-McMullan, Inc., as the sole 
underwriter. In accordance with the laws of the State of 
Mississippi, the interest rate to be borne by each issue will 
be fixed by the County involved. The company will not be 
party to the underwriting arrangements for any of the bonds. 
Mississippi understands that interest payable on the bonds 
of the three issues will be exempt from Federal income 
taxes, and the company has been advised that the annual 
interest rates on obligations, interest on which is so tax 
exempt, historically have been and can be expected at the 
time of issuance of the above described issues of bonds to 
be 1-1/2% to 2-1/2% lower than the rates of obligations 

of like tenor and comparable quality, interest on which is 
fully subject to Federal income tax. 


The fees and expenses to be incurred by Mississippi in con- 
nection with the proposed disposition and acquisition of 
pollution control facilities are estimated at $17,000, in- 
cluding counsel fee of $13,000. The application states that 
no State commission or Federal commission, other than this 
Commission, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 29, 1975, request in writing that 

a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the applicant at the above- 
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ted address, and proof of service (by affidavit or, in case 
an attorney at law, by certificate) should be filed with the 
quest. At any time after said date, the application, as filed 
as it may be amended, may be granted as provided in 

ile 23 of the General Rules and Regulations promulgated 
der the Act, or the Commission may grant exemption 

ym such rules as provided in Rules 20(a) and 100 thereof 
take such other action as it may deem appropriate. Per- 
ns who request a hearing or advice as to whether a hear- 

j is ordered will receive any notices and orders issued in 

is matter, including the date of the hearing (if ordered) 

d any postponements thereof. 


w the Commission, by the Division of Corporate Regula- 
nN, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





JBLIC UTILITY HOLDING COMPANY ACT OF 1935 
lease No. 18968/May 2, 1975 


the Matter of 


JBLIC SERVICE COMPANY OF OKLAHOMA 
O. Box 201 
ilsa, Oklahoma 74102 


0-5601) 


OTICE OF PROPOSED ACQUISITION OF AN INTER- 
ST IN OIL AND GAS EXPLORATION AND DEVELOP- 
ENT PROGRAM 


OTICE IS HEREBY GIVEN that Public Service Company 
Oklahoma (“PSO”), a wholly-owned subsidiary of Cen- 
al and Southwest Corporation (““CSW”), a registered 
yiding company, has filed an application, and an amend- 
ent thereto, with this Commission, pursuant to the Pub- 

; Utility Holding Company Act of 1935 (““Act’’) desig- 
iting Sections 9(a) and 10 of the Act as applicable to the 
oposed transactions. All interested persons are referred to 
e application, as amended, which is summarized below, 
ra complete statement of the proposed transactions. 


30 is a public utility engaged in the generation, transmis- 
on and distribution of electricity in eastern and south- 
estern Oklahoma. All of PSO’s present base-load generating 
cilities use natural gas as a primary fuel and are equipped 

) substitute oil for short periods when natural gas is un- 
jailable. 


xhibits accompanying the application show the existing 

1d planned generating units of PSO, their capacity, heat 

te and anticipated fuel requirements. The amount of gas 
hich is expected to be required in 1977 for which contracts 
ave not been obtained is 42 trillion BTU, or approximately 
2 million Mcf, which equals 28% of PSO’s expected fuel con- 
imption in 1977. The increasing difficulty in obtaining ad- 
tional firm, long-term contracts for supplies of natural gas 
) serve the fuel needs of units presently in operation or 

nder construction, has led PSO to turn to coal and nuclear 
nits for planned base-load generating facilities scheduled to 


be placed in service after 1976. The transactions which 

are the subject of this application are directed to the ac- 
quisition of fuel supplies to augment reserves and to cover 
partially the expected needs of PSO’s gas and oil-fired gener- 
ating units. 


It is stated that PSO and Varibus Corporation (‘“Varibus’”’), 
a subsidiary of Gulf States Utilities Company, have under- 

taken an oil and gas exploration program with certain per- 

sons, (hereinafter referred to as Davis-McCoy) under an ex- 
ploration agreement effective September 1, 1971 (“’Davis- 

McCoy Agreement”’). 


Under that agreement, Davis-McCoy undertook to conduct 
an exploratory program for 12 years or longer, divided into 
3-year phases. Davis-McCoy agreed to administer the pro- 
gram, provide geological information and to acquire oil and 
gas rights in the form of leaseholds or other proprietary in- 
terests. Exploratory wells were to be drilled on the recom- 
mendation of Davis-McCoy. Development of proven reserves 
were to be at the option of PSO and Varibus. Davis-McCoy, 
as Operators, would manage any such development. 


Davis-McCoy were not required to invest any funds. PSO and 
Varibus became 50% participants shortly after the Davis-Mc- 
Coy Agreement was executed and undertook to provide up 
to $10 million in the first phase of the program to pay all 
costs, including a 10% fee to Davis-McCoy. For the perform- 
ance of their duties and for providing geological and geophy- 
sical knowledge, Davis-McCoy were also entitled to receive 

a 25% carried interest in all leases and property interests ac- 
quired under the program. The parties agreed to include 
under the program any interest acquired by any of them in 
the area to be explored and to use their best efforts to ac- 
quire, for the account of the rogram, any unacquired inter- 
ests held by third parties in prospects selected for explora- 
tory drilling. 


A “carried working interest” is a right to receive a specified 
percentage of production of a particular gas or oil property, 
which does not obligate the holder to contribute funds for 
the development of such property. The carried interest which 
Davis-McCoy was entitled to under the Davis-McCoy agree- 
ment was a reversionary carried interest which provides for 
reimbursement of PSO and Varibus for all costs associated 
with each drilling prospect from production of such prospect 
before the Davis-McCoy interest begins to accrue. The reim- 
bursement is on a prospect by prospect basis which means 
that production on one prospect may accrue to Davis-Mc- 
Coy, even though PSO and Varibus are unable to recover 
their costs on another prospect. 


Pursuant to this Agreement, approximately $9.8 million was 
spent through December 31, 1974, and about 422,000 net 
acres of oil and gas leaseholds which are located primarily in 
Alabama and Mississippi, were acquired. PSO’s 50% participa- 
tion in the venture entitles it to a beneficial interest in approx- 
imately 211,000 net acres including an interest in approxi- 
mately 1,158 net acres located in Oklahoma. A discovery has 
been made in Alabama on the eastern fringe of the area to 
which the venture was primarily directed and is being develop- 
ed by Union Oil Company. PSO is entitled to a fractional in- 
terest presently valued at $2.3 million in this Chunchula unit. 
The bulk of the acreage requires exploratory drilling and de- 
velopment. PSO and Varibus did not desire to finance this 
stage of the program and have accordingly negotiated a new 
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agreement (‘Saga Agreement”’) with Saga Petroleum U.S., 
Inc. which excludes the Chunchula and other properties. 


The Sage agreement provides for the exploration and develop- 
ment of the approximately 416,000 net acres in the Missis- 
sippi-Alabama area originally acquired under the Davis-Mc- 
Coy agreement. Saga will act as operator and will provide 
$18 million (80%) out of $22.5 million to be expended in 

42 months from the effective date of the agreement for 
exploration, lease acquisition and well drilling. Two wells 

are already being drilled. PSO and Varibus will each supply 
$2,250,000 (10%) of these costs. 


The acreage subject to the Saga agreement will be developed 
in a series of prospects, each confined to a specified seg- 
ment of the total acreage. If and when production on a pro- 
spect begins, all oil, gas and other hydrocarbons will be dis- 
tributed to Saga, PSO and Varibus in the proportion of 80%, 
10% and 10%, respectively, until the new investment in the 
prospect under the Saga agreement is recouped. Then, oil 
and gas production will be distributed to Saga, PSO and 
Varibus in the proportion of 40%, 30%, and 30%, respec- 
tively, until PSO and Varibus recover their aliquot invest- 
ment in each prospect under the Davis-McCoy agreement. 
Thereafter, all production will be distributed to Saga, PSO, 
Varibus and Davis-McCoy in the proportions of 40%, 23- 
3/4%, 23-3/4% and 12%%, respectively, adjusted for the 
overriding royalty and the new acreage described below. 


In order to facilitate the Saga agreement, Davis-McCoy has 
agreed to release its 25% reversionary interest originally 
granted by the Davis-McCoy agreement in all acreage dealt 
with by the Saga agreement and acquired prior to January 
1, 1974. It is stated that this includes about 399,000 of the 
416,000 net acres with which the Saga agreement deals. 
Davis-McCoy will receive, instead, a reversionary interest 
of 12%%, 25% of the 50% which PSO and Varibus will re- 
tain under the Saga agreement. 


Davis-McCoy will also receive a reversionary interest of 122% 
(25% of 50% with certain qualifications) in acreage acquired 
in the area of interest after December 31, 1973 and prior 

to March 1, 1979 out of the 50% working interest of Saga, 
PSO and Varibus, subject to prior recovery in each prospect 
of the new costs incurred under the Saga agreement. 


It is stated that minor blocks will be acquired under the Saga 
agreement to consolidate holdings in prospects to be ex- 
plored, but that it is not expected that acquisitions will be 
significant. The right to share in such acquisitions is a recog- 
nition of rights held by Davis-McCoy under the Davis-McCoy 
agreement. 


The Saga agreement provides that its interest shall be subject 
to all royalty, overriding royalty and other burdens on pro- 
duction existing in favor of third parties, and that, if such in- 


ating plants in Oklahoma, but it is stated that well-estab- 
lished practices in the oil industry will permit PSO to pro- 


to be produced in Alabama and Mississippi. The Sage agree- 
ment is subject to the condition that approval of this Com- 
mission, to the extent required, of PSO’s entry into and 
performance of the Saga agreement is a condition precedent 
to the effectiveness thereof. 


cure Oklahoma fuel on the basis of its ownership of the fuel % 


The interests owned by the Davis-McCoy venture represent 
oil and gas rights scattered over a large geographical area. It 
will be necessary in proving and developing these interests 

to enter into numerous agreements with other parties hold- 
ing property in the same area in order to economically and 
equitably provide for the costs and division of production. 


PSO requests all authorization necessary under the Act to 
enter into the Saga agreement and to carry out such agree- 
ment, which will include acquisitions, dispositions, farm-outs 
and farm-ins of leasehold interests and other transactions of 
the types customarily incidental to the exploration and de- 
velopment of oil and gas properties, as contemplated under 
the Saga agreement. It proposes to report quarterly to the 
Commission under Rule 24 on operations, on expenditures 
made and on interests acquired and disposed of pursuant to 
such authorization. 


It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transactions. Fees and expenses to be incurred in 
connection with the proposed transaction are estimated at 
$13,000 (other than fees and expenses incident to the per- 
formance of the Saga agreement), including legal fees of 
$10,000. 


A group of wholesale customers of PSO have heretofore filed 
objections and complaints as to certain activities of PSO, 
including certain aspects of the two agreements described 
above. On February 3, 1975, (HCAR No. 18800, 6 SEC 
Docket 224-225) the Commission denied a motion to con- 
solidate these proceedings with other applications by PSO 
or CSW and stated that these objections, insofar as they re- 
late to PSO’s fuel procurement activities and are within the 
Commission’s jurisdiction, will be considered in this pro- 
ceeding. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 27, 1975, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact 

or law raised by said application, as amended, which he de- 
sires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air mail 


terests aggregate less than 25% of the gross production attribu- if the person being served is located more than 500 miles 


table to the working interest, an overriding royalty, in favor 
of PSO and Varibus, in equal shares shall be created for the 
difference. 


PSO is entitled to take in kind all oil, gas and other hydrocar- 
bons accruing to the interests owned by it. It and Varibus 

are also entitled to purchase, in equal shares, all such produc- 
tion accruing to Davis-McCoy and up to 90% of that accruing 
to Saga. This production cannot be delivered to PSO’s gener- 
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from the point of mailing) upon the applicant at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed with the 
request. At any: time after said date, the application, as 
amended, or as it may be further amended, may be granted 
as provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem appro- 
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priate. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and orders issued 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18969/May 5, 1975 


In the Matter 


UTAH POWER & LIGHT COMPANY 
Salt Lake City, Utah 84110 


(70-5649) 


ORDER AUTHORIZING PROPOSED ISSUE AND SALE 
OF PREFERRED STOCK AT COMPETITIVE BIDDING 


Utah Power & Light Company (“Utah”), an electric utility 
company and a registered holding company, has filed an 
application-declaration, and amendments thereto, with this 
Commission pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 (“Act”) and Rule 
50 promulgated thereunder regarding the following pro- 
posed transactions. 


Utah proposes to issue and sell not more than 1,600,000 
shares of its Cumulative Preferred Stock, Series. G, par 
value $25 per share (‘stock’) through competitive bidding. 
Utah had requested an exception from the competitive bid- 
ding requirements of Rule 50 under the Act for sale of the 
stock, but Utah has filed an amendment withdrawing that 
request. 


Terms of the stock may include a mandatory sinking fund 
commencing in 1980 to retire 5% of the stock annually. 
Terms of the stock may also include a non-cumulative option 
by Utah to retire an additional 5% of the issue annually. In 
the case of the sinking fund and the optional retirement, the 
shares will be retired at par value plus accrued and unpaid 
dividends to the date of the redemption. Terms of the stock 
may also provide that Utah shall not refund the stock by 
the issuance of debt securities at a lower interest cost or 
other preferred stock at a lower dividend cost within five 
years of the issuance of the stock. 


The bidding procedure will require that (1) the price per 
share to Utah shall be not less than $25 per share nor more 
than $25.70 per share, (2) the dividend rate be specified by 
the bids and be a multiple of $.01 per share and (3) ‘the 
underwriting commission per share to be paid by Utah or 
the spread between the initial public offering price per share 
and the price to be paid to Utah be specified in the bids. 


Proceeds of the sale of the stock will be used to repay com- 
mercial paper and short-term borrowings incurred for con- 
struction purposes. It is estimated that Utah will have $61,- 


000,000 in short-term debt outstanding at April 30, 1975. 


Utah also proposed to issue and sell common stock by nego- 
tiation. An order authorizing this proposal was issued on 
April 23, 1975 (HCAR No. 18949). 


The Idaho Public Utilities Commission and the Public Ser- 
vice Commission of Wyoming have authorized the proposed 
issue and sale of the stock and no other state commission and 
no federal commission, other than this Commission, has juris- 
diction over the proposed transaction. Fees and expenses to 
be incurred in connection with the proposed transaction 

are estimated at $66,000, including legal fees of $16,000 

and accountants’ fees of $4,500. Fees of counsel for the 
underwriters are estimated at $12,000 and will be paid by 
the successful bidders. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 18922), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of in- 
vestors and consumers that said application-declaration, as 
amended, be granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rules 24 and 50 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18970/May 6, 1975 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44701 


(70-5350) 


SUPPLEMENTAL ORDER REGARDING INCREASING 
THE AGGREGATE MAXIMUM AMOUNT OF SHORT- 
TERM INDEBTEDNESS AND GRANTING EXCEPTION 
FROM COMPETITIVE BIDDING 


Ohio Power Company (“Ohio”), an electric utility subsidiary 
company of American Electric Power Company, Inc., a 
registered holding company, has filed with this Commis- 

sion an eleventh post-effective amendment to the applica- 
tion previously filed in this matter, pursuant to Section 

6(b) of the Public Utility Holding Company Act of 1935 
(“Act’”’) and Rule 50(a)(5) promulgated thereunder regard- 
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ing the following proposed transaction. 


By orders dated June 29, 1973, September 18, 1973, April 
8, 1974, June 10, 1974, July 5, 1974, October 1, 1974, De- 
cember 31, 1974, and March 10, 1975 (Holding Company 
Act Release Nos. 18018, 18100, 18367, 18444, 18482, 
18585, 18744, and 18853), this Commission, among other 
things, authorized the issuance and sale of short-term notes 
by Ohio to 71 banks in an aggregate amount up to $168,- 
665,000 outstanding at any one time. At the time of said 
orders, the maximum amount of short-term indebtedness 
which Ohio could incur at any one time could not exceed 
$215,000,000. 


It is now proposed that Ohio incur short-term indebtedness 
in an aggregate amount not to exceed $270,000,000. In no 
event would the borrowings by Ohio of short-term funds 
through the issuance and sale of notes to banks and com- 
mercial paper to dealers in commercial paper exceed the 
maximum amount allowable both under Ohio’s Articles of 
Incorporation and the consent granted by Ohio’s Cumulative 
Preferred stockholders permitting an increase in the amount 
of unsecured short-term debt that Ohio could incur, which 
maximum amount as of December 31, 1974, was approxi- 
mately $274,000,000. 


The notes will be issued from time to time prior to June 30, 
1975, as funds are required, provided that none of the notes 
would mature later than December 31, 1975. Each note 
payable to a bank to be issued by Ohio will be dated as of 
the dace of the borrowing which it evidences and will ma- 
ture not more than 270 days after the date of issuance or 
renewal thereof. Each note will bear interest no greater than 
the prime rate of commercial banks at the time of issuance 
or in effect from time to time and will be prepayable at any 
time without premium or penalty. It is stated that Ohio will 
not pay any fees or charges to any of the banks in connec- 
tion with the issuance and sale of such notes. Sufficient bank 
balances to meet operating and financial needs are kept at 
such banks to satisfy any compensating balance require- 
ments in connection with the borrowings. If the average 

of such bank balances were maintained solely in order to 
fulfill the prevailing compensating balance requirements of 
such banks, generally between 15 and 20%, the effective 
interest cost to Ohio, based on a prime commercial rate 

of 74%, would be 9.1%. 


The commerciai paper will be in the form of promissory 
notes in denominations of not less than $50,000 nor more 
than $5,000,000 and will be of varying maturities, with no 
maturities, with no maturity more than 270 days after the 
date of issue; none will be prepayable prior to maturity. 
The commercial paper notes of Ohio will be sold directly 
to not more than two dealers at a discount not in excess of 
the discount rate per annum prevailing at the time of issu- 
ance for commercial paper of comparable quality and ma- 
turity. No commercial paper notes will be issued having a 
maturity of more than 90 days at an effective interest cost 
which exceeds the effective interest cost at which Ohio 
could borrow from banks. The dealers will reoffer the 
commercial paper notes to not more than 100 of their cus- 
tomers identified and designated in a list (nonpublic) pre- 
pared in advance. It is expected that Ohio’s commercial 
paper notes will be held by each dealer’s customers to ma- 
turity, but if the customers wish to resell prior to maturity, 
the dealer, pursuant to a verbal repurchase agreement, will 
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repurchase the notes and reoffer them to others in its group 
of 100 customers. 


The proceeds from the issuance and sale of the notes will be 
used by Ohio to reimburse its treasury for past expenditures 
made in connection with its construction program and to 
pay part of the cost of its future construction program. 
Such construction expenditures for the year 1975 is esti- 
mated to total $180,000,000. The application states that, 
unless otherwise authorized by the Commission, all of the 
short-term debt of Ohio will be retired by December 31, 
1975, from internal cash resources, debt or equity finan- 
cing, or cash capital contributions. 


Ohio requests exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issuance and sale 
of its commercial paper pursuant to paragraph (a) (5) there- 
of on the grounds that it is not practicable to invite com- 
petitive bids for commercial paper. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application has been given 

in the manner prescribed in Rule 23 promulgated under 

the Act (HCAR No. 18894), and no hearing has been re- 
quested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the appli- 
cable standards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and that it 

is in the public interest and in the interest of investors 

and consumers that said application, as amended by said 
post-effective amendment, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended by said post-effective amendment, be, and it 
hereby is, granted forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act, except that certificates thereunder shall be filed on a 
quarterly basis. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18971/May 7, 1975 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 


(70-5650) 
ORDER AUTHORIZING PROPOSED ACQUISITION OF 


COAL CARS AND SUBLEASE OF CERTAIN OF SAID 
CARS TO RAILWAY COMPANY 
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Appalachian Power Company (‘Appalachian’), an electric 
utility subsidiary company of American Electric Power 
Company, a registered holding company, has filed with this 
Commission an application-declaration, and amendments 
thereto, pursuant to Sections 9(a) and 10 of the Public 
Utility Holding Company Act of 1935 (“Act”’) regarding 
the following proposed transactions. 


Appalachian states it has entered into an agreement with 
Bethlehem Steel Corporation for the manufacture of 750 
triple hopper coal cars and the delivery of the cars to Ap- 
palachian for an aggregate purchase price of $18,750,000. 
By an assignment dated as of October 15, 1974, Appala- 
chian assigned its right to purchase the cars to C.1.T. Fi- 
nancial Services, Inc. (“lessor”). Appalachian and lessor 
concurrently entered into a Lease of Railroad Equipment 
(“‘lease’’) in respect of the cars, the lease being made sub- 
ject to the receipt of any required approval from this Com- 
mission under the Act. 


Terms of the lease require Appalachian to pay rent on the 
cars in the following manner: Appalachian has paid, or will 
pay, to lessor, an initial installment of rent on January 2, 
1975, in an amount equal to .035% of the purchase price 
of each car and thereafter Appalachian will pay in 60 con- 
secutive quarterly installments an amount equal to 3.194% 
of the purchase price of the cars commencing April 2, 1975 
(or approximately $598.875 per quarter). It is stated that 
the lease is a net lease pursuant to which Appalachian will 
pay the rents required thereunder unless such obligation 

to pay is excused or terminated under terms of the lease. 
The lease also contains a provision granting Appalachian 
the option to purchase the cars from the lessor at a fair 
market sales value, said value to be determined on the basis 
of an arm’s-length transaction. This option to purchase 
may be exercised at the end of the lease or any extended 
term thereof. Appalachian and the lessor have further 
agreed that in the event this Commission has not approved 
Appalachian’s participation in the proposed lease by May 
15, 1975, Appalachian will purchase the cars from the 
lessor at a price for each car equal to the sum of (i) the 
purchase price of the car, plus (ii) .0355% of said purchase 
price for each day which has elapsed between the accept- 
ance of such car to and including May 15, 1975, plus 

(iii) certain expenses and (iv) less an amount equal to the 
sum of the initial rental payment made by Appalachian 
under the lease and the quarterly rental payment for the 
cars paid on April 2, 1975. 


It is further stated that Appalachian is presently utilizing 
256 of the 750 cars for the delivery of coal to its plants 
from various suppliers. Until the cars are fully utilized, 
Appalachian has sub-let the remaining 494 cars to the 
Chesapeake and Ohio Railway Company (“C&O”) under 
an agreement dated as of December 19, 1974 (“‘sub- 
lease’). Under terms of the sublease, Appalachian may 
terminate the sublease of any and all cars upon 10 days’ 
written notice to C&O. It is stated that the rental pay- 
ments to Appalachian from C&O are $270 per car per 
month and that this is substantially equal to Appalachian’s 
cost under the lease. 


The proposed sale and leaseback of the cars by Appalachian 
has been authorized by the Virginia State Corporation Com- 
mission. No other state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 


proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 18928), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder 
are satisfied and that no adverse findings are necessary; 

and that it is appropriate in the public interest and in the 
interest of investors and consumers that said application- 
declaration, as amended, be granted and permitted to be- 
come effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18972/May 8, 1975 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


(70-5676) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Jersey Central Power 
& Light Company (“Jersey Central”), an electric utility 
subsidiary company of General Public Utilities Corpora- 
tion, a registered holding company, has filed an applica- 
tion with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (““Act’’), designating Sec- 
tion 6(b) of the Act and Rule 50 promulgated thereunder 
as applicable to the proposed transaction. All interested 
persons are referred to the application, which is summarized 
below, for a complete statement of the proposed transac- 
tion. 


Jersey Central proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to $35,000,000 principal amount of First Mort- 
gage Bonds, % Series due 2005. The interest rate (which 
will be a multiple of 1/8 of 1%) and the price (which will 
be not less than 100% nor more than 102.75% of the prin- 
cipal amount thereof plus accrued interest from June 1, 
1975, to the date of delivery) will be determined by com- 
petitive bidding. The bonds will be issued under Indenture, 
dated as of March 1, 1946, of Jersey Central to First Na- 
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tional City Bank, Trustee, as heretofore supplemented and 
amended by a Supplemental Indenture to be dated as of 
June 1, 1975, and which includes, with certain exceptions, 
a prohibition until June 1, 1980, against refunding the 
issue with proceeds of funds borrowed at a lower effective 
interest cost. 


The entire proceeds, excluding premium and accrued inter- 
est, realized from the sale of the new bonds ($35,000,000) 
will be applied to the payment of a portion of Jersey Cen- 
tral’s short-term bank loans, of which approximately $51,- 
300,000 is outstanding, for construction purposes or to 
reimburse Jersey Central's treasury for expenditures there- 
from for construction purposes. Premium relating from 
the sale of the First Mortgage Bonds will be used for fi- 
nancing the business of Jersey Central, including the pay- 
ment of expenses in effecting the sale of the bonds. The 
estimated cost of Jersey Central’s 1975 construction pro- 
gram is approximately $135,000,000. 


The fees and expenses to be paid by Jersey Central in con- 
nection with the issue and sale of bonds will be supplied 
by amendment. The fees and expenses of counsel for the 
underwriters, to be paid by the successful bidders, will be 
supplied by amendment. It is stated that the Board of 
Public Utility Commissioners of New Jersey has jurisdic- 
tion over the proposed issue and sale of bonds by Jersey 
Central and that no other state commission and no fed- 
eral commission, other than this Commission, has juris- 
diction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 2, 1975, request in writing that 

a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 

fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy 
of such request should be served personally or by mail 

(air mail if the person being served is located more than 
500 miles from the point of mailing) upon the applicant 

at the above-stated address, and proof of service (by affi- 
davit or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
application, as filed or as it may be amended, may be grant- 
ed as provided in Rule 23 of the General Rules and Regula- 
tions promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18973/May 8, 1975 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 


(70-5338) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF NOTES TO A BANK 


American Electric Power Company, Inc. (“AEP”), a regis- 
tered holding company, has filed with this Commission a 
twelfth post-effective amendment to its application-de- 
claration in this proceeding pursuant to Sections 6(b) and 
12(b) of the Public Utility Holding Company Act of 1935 
(“Act’’) and Rules 45 and 50(a)(5) promulgated thereunder 
regarding the following proposed transaction. 


By orders dated June 29, 1973, June 11, 1974, July 5, 1974, 
October 1, 1974, December 31, 1974, February 3, 1975, 
and March 12, 1975 (HCAR Nos. 18013, 18449, 18481, 
18588, 18740, 18795 and 18859), this Commission, among 
other things, authorized the issuance and sale of short-term 
notes by AEP to 7 banks in an aggregate amount up to 
$132,000,000 outstanding at any one time. At the time 

of said orders, the maximum amount of short-term indebted- 
ness which AEP could incur at any one time could not ex- 
ceed $175,000,000. 


AEP now proposes to issue and sell such short-term notes 
in an aggregate amount of $10,000,000 to First Pennsyl- 
vania Bank, Philadelphia. The notes will bear interest not 
greater than the prime commercial rate then in effect, 

will mature not more than 270 days from the date of issue 
or reissue thereof, and will be prepayable at any time with- 
out premium or penalty. The notes will be issued from 
time to time prior to June 30, 1975, as funds are required, 
provided that none of the notes will mature later than De- 
cember 31, 1975. AEP will be required to maintain com- 
pensating balances of 10% of the bank lines made avail- 
able by First Pennsylvania Bank and additional compen- 
sating balances of 10% on the amount of any borrowings. 
If the full amount were borrowed from this bank, the ef- 
fective interest cost to AEP, based on a prime commercial 
rate of 712%, would be 9.38%. No change is being request- 
ed in the total amount of short-term borrowings that the 
Commission has authorized AEP to incur. 


The proceeds from the issue and sale of the notes are to 
be applied by AEP, together with other funds, to make 
additional investments in certain of its public-utility sub- 
sidiary companies to assist them in the financing of the 
costs of their respective construction programs. 


No fees and expenses are expected to be incurred in con- 
nection with the proposed transaction. No state commis- 
sion and no federal commission, other than this Commis- 
sion, has jurisdiction with respect to the proposed trans- 
action. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules there- 








tior 


IT | 
the 
tior 
ith 
fort 
in F 


For 
tion 


PUB 
Rele 


In th 


NOF 
West 


(70-§ 


ORD 
MON 


COM 





Nort! 
come 
amen 
Publi 
and Ff 
to the 


Nortt 
of its 
per st 
prope 


prope 
short- 
prior : 
notes 
used t 
advan: 
autho 
an exe 
of Rul 
Comn 
ment | 
under} 
east w 
mon § 


¢. sup} 
that it 


difficu 


















under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and in 
the interest of investors and consumers that said applica- 
tion-declaration, as amended by said post-effective amend- 
ment, be granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended by said post-effective amendment, be, and 
it hereby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions prescribed 

in Rule 24 under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18974/May 8, 1975 


In the Matter of 


NORTHEAST UTILITIES 
West Springfield, Massachusetts 


(70-5665) 


ORDER AUTHORIZING ISSUANCE AND SALE OF COM- 
MON STOCK AND GRANTING EXCEPTION FROM 
COMPETITIVE BIDDING REQUIREMENTS 


Northeast Utilities (‘Northeast’), a registered holding 
company, has filed an application-declaration, and an 
amendment thereto, pursuant to Sections 6 and 7 of the 
Public Utility Holding Company Act of 1935 (“Act”) 

and Rules 50 and 100 promulgated thereunder as applicable 
to the following proposed transactions. 


Northeast proposes to issue and sell up to 5,500,000 shares 
of its authorized but unissued common stock, par value $5 
per share (“Common Stock”). Northeast estimates that the 
proposed saie of the Common Stock will provide it with 
aggregate cash proceeds of approximately $44,000,000. It 
proposes to utilize the net proceeds to repay, in part, its 
short-term notes payable. The company expects that, just 
prior to sale of the Common Stock, $139,800,000 of such 
notes will be outstanding, the proceeds of which had been 
used to make capital contributions and/or open account 
advances to its subsidiary companies pursuant to prior 
authorizations by the Commission. Northeast requests 

an exception from the competitive bidding requirements 

of Rule 50 under the Act for the issuance and sale of such 
Common Stock to permit it to select one or more invest- 
ment banking firms to form a syndicate which will act as 
underwriters for the Common Stock and with which North- 
east will negotiate the terms on which it will sell the Com- 
mon Stock to such underwriters. 


n support of its request for an exception, Northeast states 
that it has suffered severely from the effect of particularly 
difficult fuel supply problems in its service area, and from 





other exceptional factors. Its System has had difficulty over 
the past two years in financing its construction program 
through conventional long-term security issues, and bond 
ratings for two of its subsidiaries have recently been re- 
duced. Northeast believes it is important to sell the pro- 
posed common stock issue at this time. Based on its ex- 
perience with its last common stock issue in October 
1974, and its knowledge of current transfers in owner- 
ship of its common stock, Northeast states that it can- 
not expect significant institutional interest in the new 
issue, and that its sale will require a marketing effort di- 
rected primarily to individual investors. 


It points out that over 25% of its earnings for common 
stock for 1974 represented the nonrecurring effect of 
changes in accounting methods, principally with respect 
to deferral of fuel costs and accrual of unbilled revenues. 
It also notes that the System has pending before the 
Connecticut Public Service Commission and this Commis- 
sion, a contract for sale of its gas properties. It believes 
that these and other factors, described more fully in its 
application, affecting the investment characteristics of 
the stock to be offered, will require special attention by 
any prospective underwriters. 


No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction. 


Due notice of the filing of said application-declaration, 
as amended, has been given in the manner prescribed in 
Rule 23 promulgated under the Act (HCAR No. 18934), 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, it 
is found, subject to the reservations of jurisdiction noted 
below, that the proposed issue and sale of Common 
Stock by Northeast complies with the applicable provi- 
sions of the Act, and that Northeast’s requested excep- 
tion from the competitive bidding requirements of Rule 
50 satisfies the requirements of paragraph (a)(5) of the 
Rule. 


IT IS ORDERED, accordingly, pursuant to the applicable 
provisions of the Act and rules thereunder, including Rule 
50(a)(5), that said application-declaration be granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act; 


IT iS FURTHER ORDERED, that jurisdiction be, and the 
same hereby is, reserved to pass upon the number of shares 
and terms and conditions of the sale, including the price 
to Northeast. 


IT IS FURTHER ORDERED, that jurisdiction be, and the 
same hereby is, reserved as to the fees and expenses to be 
incurred in connection with the offer and sale of the Com- 
mon Stock, including the underwriters’ compensation. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18975/May 8, 1975 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
30 Rockefeller Plaza, Suite 4545 
New York, New York 10020 


MICHIGAN WISCONSIN PIPE LINE COMPANY 
One Woodward Avenue 
Detroit, Michigan 48226 


(70-5675) 


NOTICE OF PROPOSAL TO TRANSFER STOCK OF 
SUBSIDIARY PRODUCTION COMPANY IN EXCHANGE 
FOR ADDITIONAL STOCK OF SUBSIDIARY PIPELINE 
COMPANY 


NOTICE IS HEREBY GIVEN that American Natural Gas 
Company (“American Natural”), a registered holding com- 
pany, and Michigan Wisconsin Pipe Line Company (“Mich- 
igan Wisconsin’), a pipeline subsidiary of American Na- 
tural, have filed an application-declaration with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act’’), designating Sections 6, 7, 9(a)(1), 
10 and 12 of the Act and Rules 43 and 50(a)(3) promul- 
gated thereunder as applicable to the following proposed 
transactions. All interested persons are referred to the 
application-declaration, which is summarized below, for 

a complete statement of the proposed transactions. 


American Natural Gas Production Company (‘Production 
Company”) is currently a wholly-owned subsidiary of 
American Natural, and engages in the exploration and de- 
velopment of gas reserves as the production company 

for the American Natural system. It supplies the system 
through Michigan Wisconsin. Production Company was 
organized under Delaware law in 1975, but until recent- 
ly has not participated on a significant scale in lease ac- 
quisitions and development of reserves (HCAR No. 
17984, June 5, 1973; HCAR No. 18324, March 15, 
1974). Since 1973, Production Company has actively par- 
ticipated in lease acquisitions and has received advance 
production payments from Michigan Wisconsin which, 

as of December 31, 1974, totalled $16,032,058. Apart 
from notes owed to banks, Production Company has no 
publicly outstanding securities. All of its outstanding 
common stock is owned by American Naturai. 


It is now proposed that Production Company become a 
wholly-owned subsidiary of Michigan Wisconsin. To ac- 
complish this, American Natural proposes to transfer all 
of Production Company’s 395,480 outstanding shares of 
common stock, par value $100 per share, to Michigan 
Wisconsin in exchange for 370,250 shares of Michigan 
Wisconsin’s common stock, par value $100 per share. 

It is stated that the aggregate par value of the Michigan 
Wisconsin stock to be issued will be equal to the book 
net worth of Production Company as of December 31, 
1974, which was $37,024,909, plus a balancing $91.00 
in cash to be paid by American Natural. If Production 
Company should issue additional shares to American 
Natural prior to consummation of the proposed transac- 
tions, an appropriate number of additional shares will be 
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issued by Michigan Wisconsin in exchange therefor. 


The proposed transactions are stated to be integral steps in 
the reorganization of the American Natural system pending 
before this Commission (HCAR No. 18832), which provides 
for the stock of Wisconsin Gas Company, a gas utility sub- 
sidiary of American Natural, to be distributed to the holders 
of American Natural’s common stock. 


The fees, commissions and expenses paid or incurred in con- 
nection with the proposed transactions will be $1,500. It 

is stated that no State commission and no Federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 3, 1975, request in writing that a 
hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application-declaration which he de- 
sires to controvert; or he may request that he be notified 

if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the appli- 
cants-declarants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time 
after said date, the application-declaration, as filed or as 

it may be amended, may be granted and permitted to be- 
come effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hear- 
ing or advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18976/May 9, 1975 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 
New York, New York 


MICHIGAN WISCONSIN PIPE LINE COMPANY 
MICHIGAN CONSOLIDATED GAS COMPANY 


(70-5508) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
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SALE OF NOTES TO DIVISION OF BANK BY SUBSIDI- 
ARY COMPANY 


American Natural Gas Company (“American Natural”), a 
registered holding company, and its subsidiary companies, 
Michigan Wisconsin Pipe Line Company (‘‘Michigan Wis- 
consin”’) and Michigan Consolidated Gas Company 
(“Michigan Consolidated”), have filed with this Commis- 
sion a psot-effective amendment to the application- de- 
claration in this proceeding pursuant to Sections 6(a) 

and 7 of the Public Utility Holding Company Act of 

1935 (“Act’’) regarding the following proposed trans- 
actions. 


Pursuant to the Commission’s orders dated May 18, 1970, 
December 22, 1972, and June 26, 1974, (HCAR Nos. 
16727, 17822, and 18477), American Natural was auth- 
orized to borrow, from time to time until January 1, 
1976, up to a maximum of $40,000,000 from the In- 
stitutional Investment Division of First National City 
Bank, New York, N. Y. through King & Co., its nominee. 


It is stated that, although the orders authorized American 
Natural to loan the available funds to either Michigan Wis- 
consin or Michigan Consolidated, only Michigan Wiscon- 
sin has been receiving funds available from King & Co. 
Since Michigan Consolidated now has made similar ar- 
rangements with National Bank of Detroit, Detroit, 
Michigan, to borrow up to $15,000,000 from its insti- 
tutional division (HCAR No. 18547 (August 27, 1974)), 
it appears desirable to the company to have Michigan 
Wisconsin borrow from King & Co. without involving 
American Natural. American Natural will make no fur- 
ther borrowings from King & Co. pursuant to the auth- 
orization hereunder. In all other respects the transactions 
remain unchanged. The filing states that the proposed 
change would reduce the record keeping involved between 
the two companies and would simplify the corporate fi- 
nancial statements of American Natural on which the 
borrowings are reported as an asset (loan to affiliate) and 
as a liability (loan from the bank). 


Due notice of the filing of said post-effective amendment 
to the application-declaration has been given in the man- 
ner prescribed in Rule 23 promulgated under the Act 
(HCAR No. 18432), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satis- 
fied and that no adverse findings are necessary; and that 
itis appropriate in the public interest and in the interest 
of investors and consumers that said application-declara- 
tion, as amended by said post-effective amendment, be 
granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended by said post-effective amend- 
ment, be, and it hereby is, granted and permitted to be- 
come effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18977/May 9, 1975 


in the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
GPU SERVICE CORPORATION 

80 Pine Street 

New York, New York 10005 


(70-4990) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
BY SUBSIDIARY TO PARENT 


NOTICE IS HEREBY GIVEN that General Public Utilities 
Corporation (“GPU”), a registered holding company, and 
its wholly-owned subsidiary company, GPU Service Cor- 
poration (“Service Company”), have filed post-effective 
amendments to the application-declaration in this proceed- 
ing pursuant to Sections 6(a), 7, 9(a), 10, 12, 13 and Rules 
86 through 91, inclusive, promulgated thereunder as being 
applicable to the proposed transaction. All interested per- 
sons are referred to the application-declaration, as now 
amended, which is summarized below, for a complete state- 
ment of the proposed transaction. 


By order dated April 29, 1971 (HCAR No. 17112), the 
Commission authorized the organization of, and conduct 
of business by, Service Company. The Commission’s Order 
also authorized GPU to acquire for cash long-term unse- 
cured notes of Service Company not exceeding $5,000,000 
aggregate principal amount at any one time outstanding. 
Each such note would mature 40 years from the date of 
issuance of the first note, would be prepayable without 
premium or penalty by Service Company at any time 

and would bear interest at a rate equal to the prime rate 
for short-term commercial borrowings generally in effect, 
from time to time, in New York City, plus not more than 
20% thereof, such interest rate to be adjusted to conform 
with changes in the prime rate as of the first business day 
following the date of announcement of any such change. 
It was decided that Service Company would at all times 
maintain its aggregate capital, including the principal 
amount of notes outstanding, at an amount approximate- 
ly equal to the sum of two months’ operating expenses, 
plus the cost of its property, less applicable reserves, pre- 
payments and petty cash working funds. At the date 
hereof, the aggregate outstanding amount of Service Com- 
pany’s unsecurred notes so acquired by GPU is $4,995, - 
683.40. 


GPU ara Service Company now propose to increase to 
$6,000,000 from $5,000,000 the maximum aggregate 
principal amount of Service Company's unsecured notes 
which may be acquired by GPU. All such notes represent- 
ing borrowings in excess of $5,000,000, however, will be 
notes of a maturity not exceeding 2 years from the date 
of issuance and will bear interest at a rate equal to the 
actual cost of short-term borrowings by GPU, taking in- 
to consideration compensating balance requirements for 
such short-term obrrowings by GPU. Service Company 
will continue to maintain its aggregate capital, includ- 
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ing the principal amount of all notes outstanding, at all 
times equal to the sum of approximately two months’ oper- 
ating expenses, plus the cost of its property (to the extent 
not financed from borrowings from others), less applicable 
.esorves, prepayments and petty cash working funds. The 
additional proceeds will be used to continue to finance 
Service Company’s operations consistent with the above- 
mentioned formula. 


The fees and expenses to be incurred by GPU or Service 
Company in connection with the proposed transaction are 
estimated at $5,000, including legal fees of $2,500. It is 
stated that no state commission and no federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 2, 1975, request in writing that a 
hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said post-effective amendments to the 
application-declaration which he desires to controvert; or 

he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the applicants-declarants at the above-stated 
addresses, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the re- 
quest. At any time after said date, the application-declara- 
tion, as now amended or as it may be further amended, may 
be granted and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hearing 
is ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8780/May 5, 1975 


In the Matter of 


SCUDDER INTERNATIONAL INVESTMENTS LTD. 


874/SEC DOCKET 


44 King Street West — Suite 2510 
Toronto Ontario, Canada M5H 1G5 


(812-3793) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT FOR AN ORDER EX- 
EMPTING A TRANSACTION FROM THE PROVISIONS 
OF SECTION 17(a) OF THE ACT AND PURSUANT TO 
SECTIONS 6(c) AND 7(d) OF THE ACT FOR AN ORDER 
PERMITTING ACQUISITION OF ANOTHER COMPANY 


NOTICE IS HEREBY GIVEN that Scudder International 
Investments Ltd. (““Applicant’’), a Canadian company re- 
gistered under the Investment Company Act of 1940 
(“Act”) as an open-end, diversified management invest- 
ment company, filed an application on April 10, 1975, 

and an amendment thereto on April 23, 1975, for an 
order, as required by a previous order of the Commission 
(Investment Company Act Release No. 1975, April 27, 
1954) (1954 Order’), (1) pursuant to Section 17(b) 

of the Act exempting from the provisions of Section 

17(a) of the Act a transaction in which Applicant will 
change its corporate domicile from Canada to the State 

of Maryland through a sale of its assets to its newly created 
wholly-owned subsidiary in Maryland (“Scudder-Maryland”) 
in exchange for the stock of Scudder-Maryland; and (3) pur- 
suant to Section 6(c) and 7(d) of the Act permitting Ap- 
plicant to acquire the outstanding voting securities of 
Scudder-Maryland. All interested persons are referred 

to the application on file with the Commission for a 
statement of the representations contained therein, which 
are summarized below. 


Applicant was incorporated under the Companies Act of 
Canada in 1953. The 1954 Order permitted Applicant to 
register as an investment company under the Act and to 
make a public offering of its securities in the United 
States. Substantially all of its shares are owned by 
United States persons. 


Applicant states that its Board of Directors has decided 
to change its corporate domicile from Canada to the 
State of Maryland primarily because there are no longer 
United States tax benefits to United States shareholders 
from incorporation in Canada and because incorporation 
in Maryland will increase efficiency and reduce operating 
costs. 


To effectuate the proposed reincorporation, Applicant 
will sell all of its net assets, except for a limited amount 
of cash (“Retained Sum”) which will be used to pay off 
Applicant's liabilities, to Scudder-Maryland in exchange 
for the issuance by Scudder-Maryland of its shares on a 
share-by-share basis to the shareholders of Applicant. 
Applicant will pay over to Scudder-Maryland the amount, 
if any, by which the Retained Sum exceeds the actual 
liabilities of Applicant. After paying off its liabilities, 
Applicant will surrender its charter as a Canadian corpora- 
tion. Applicant represents that the reincorporation will 
not result in any change in its investment policy and will 
have no adverse tax consequences to its shareholders; and 
that the same shareholders will own the same number of 
shares with the same net asset value, before and after the 
change of comicile. 
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In the 1954 Order Applicant agreed, among other things, (1) 
to incorporate in its charter and by-laws numerous sub- 
stantive provisions of the Act; (2) that its charter and by- 
laws would constitute a contract among Applicant, its share- 
holders, its officers and directors, and that such instruments 
would not be amended in material respects wihtout per- 
mission of the Commission; and (3) that breach of the afore- 
said agreements or violation of the Act by any of the con- 
tracting parties would permit revocation of the Order and 
the liquidation and distribution of Applicant's assets. 





Section 17(a) of the Act, as here pertinent, makes it unlaw- 
ful for an affiliated person of a registered investment com- 
pany, acting as principal, to sell to or purchase from such 
registered company any securities or other property. Sec- 
tion 17(b) of the Act provides that the Commission, upon 
application, may exempt a proposed transaction from 

the provisions of Section 17(a) if the evidence establishes 
that the terms of the proposed transaction, including the 
consideration to be paid or received, are reasonable and 
fair and do not involve overreaching on the part of any 
person concerned and that the proposed transaction is 
consistent with the policy of such investment company 
and the general purposes of the Act. 


Article 12.1(b) of Applicant’s By-Laws provides, in 
general, that, except to the extent permitted by order 

of exemption issued by the Commission, Applicant, so 
long as it is registered under the Act, shall not knowing- 
ly purchase from or sell to any affiliated person, or any 
affiliated person of such person, any security or other 
property. Applicant alleges that, although Rule 17a-3 under 
the Act which relates to transactions between an invest- 
ment company and a fully-owned subsidiary appears to 
exempt the proposed reincorporation from Section 17(a) 
of the Act, Applicant nevertheless seeks an order of the 
Commission to comply fully with its By-Laws and the 
1954 Order. Applicant states that there is no possibility 
of the abuse Section 17(a) was designed to prevent. Ap- 
plicant also states that the terms of the proposed trans- 
action are reasonable, do not involve overreaching on the 
part of any party concerned, and are consistent with its 
policy and with the general purposes of the Act. 


Section 6(c) of the Act provides that the Commission 
may, upon application, conditionally or unconditionally 
exempt any person or transaction from any provisions 
of the Act if such exemption is necessary or appropriate 
in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the Act. 
Section 7(d) of the Act prohibits a foreign investment 
company from selling its securities to the public through 
the mails or any means or instrumentalities of interstate 
commerce unless the Commission issues a conditional 

or unconditional order permitting such company to re- 
gister under the Act and to make a public offering of its 
securities in the United States. To issue such an order, 
the Commission must find that, by reason of special 
circumstances or arrangements, it is both legally and - 
practically feasible effectively to enforce the provisions 
of the Act against such company and that the issuance 
of such order is otherwise consistent with the public 
interest and the protection of investors. The Commis- 
jsion reserved jurisdiction to suspend or revoke the 1954 
Order in whole or in part, upon the finding of certain 
facts. 





Article 13.1 of Applicant’s By-Laws prohibits, in general, 
Applicant from acquiring, owning or holding with power 
to vote 5% or more of the outstanding voting securities 
of any company except as may be permitted by rule or 
order of the Commission. Since the acquisition by Appli- 
cant of the outstanding voting securities of Scudder-Mary- 
land, pursuant to the proposed reincorporation, may be 
deemed to violate such by-law, Applicant seeks an order 
of the Commission to comply with the by-law and the 
1954 Order. Applicant states that the proposed reincor- 
poration is consistent with the public interest and the 
protection of investors and is in accord with the general 
purposes of the Act since the change of domicile would 
reduce Applicant's operating expenses and would result 
in a domestic investment company, consistent with the 
policy of Section 7(d). 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 29, 1975, at 5:30 p.m. submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of 
his interest, the reason for such request, and the issues, 

if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing htereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempor- 
aneously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, 

an order disposing of the application will be issued as of 
course following said date, unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or ad- 
vice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if or¢ered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8781/May 7, 1975 


In the Matter of 
HORACE MANN LIFE INSURANCE COMPANY 


HORACE MANN LIFE INSURANCE COMPANY 
SEPARATE ACCOUNT 


HORACE MANN LIFE INSURANCE COMPANY 
SEPARATE ACCOUNT B 
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EDUCATORS LIFE INSURANCE COMPANY 
OF AMERICA 


EDUCATORS LIFE SEPARATE ACCOUNT A 
LIFE INSURANCE COMPANY OF NORTH AMERICA 


LIFE INSURANCE COMPANY OF NORTH AMERICA 
SEPARATE ACCOUNT A 


1 Horace Mann Plaza 
Springfield, INlinois 62715 


(812-3716) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
11 OF THE ACT, PURSUANT TO RULE 17d-1 PRO- 
MULGATED UNDER SECTION 17(d), AND PURSU- 
ANT TO SECTION 6(c) FOR EXEMPTION FROM 
PROVISIONS OF SECTION 22(d) 


NOTICE IS HEREBY GIVEN that Horace Mann Life In- 
surance Company (“Company”) an Illinois stock life in- 
surance company, Educators Life Insurance Company 
of America (“ELICA”), a California stock life insurance 
company, Life Insurance Company of North America 
(“LINA”), a Pennsylvania stock life insurance company, 
and certain of such companies’ respective separate ac- 
counts, i.e., Horace Mann Life Insurance Company Sepa- 
rate Account (“HM-SA”), Horace Mann Life Insurance 


Company Separate Account B (““HM-SAB”), Educators Life 


Separate Account A (“ELSA”), and the Life Insurance 


Company of North America Separate Account A (““LINSA”) 


registered under the Investment Company Act of 1940 
(“Act”) as unit investment trusts (hereinafter collective- 
ly referred to as ““Applicants”’), have filed an application 
on October 30, 1974, and amendments on December 23, 
1974, January 31, 1975, February 21, 1975, and April 
23, 1975, pursuant to Section 11 of the Act to permit 
offers of exchange more fully described below, pursuant 
to Rule 17d-1 promulgatea under Section 17(d) of the 
Act for an order permitting the participation of Appli- 
cants in a certain offer of exchange, and pursuant to Sec- 
tion 6(c) for an order of exemption from the provisions 
of Section 22(d). 


The Company is the Sponsor and Depositor of HM-SA 
and HM-SAB; ELICA and LINA, the Sponsors and De- 
positors of ELSA and LINSA, respectively (the Com- 
pany, ELiCA and LINA are collectively referred to be- 
low as the “Depositors”). INA Corporation owns, in- 
directly, all of the outstanding stock of LINA and 50.3% 
of the outstanding stock of Horace Mann Educators 
Corporation which, in turn, owns 97.6% of the stock of 
ELICA and all of the stock of the Company. 


The Depositors all offer annuity contracts designed to 


provide retirement annuity benefits to contract participants. 


These annuity contracts have combined fixed and variable 
benefits. Atter the Depositor has made certain deductions 


from a payment, the remaining amount is allocated as spec- 
ified by the participant between a variable annuity separate 


may be considered as being issued, respectively by HM-SA, 
HM-SAB, ELSA and LINSA. 


HM-SAB, along with one of the two divisions of ELSA and 
one of the six divisions of LINSA, offers certificates (“NEA 
Contracts”) to members of the National Education Associa- 
tion and affiliated state education associations who meet 
the requirements of Section 403(b) of the Internal Revenue 
Code. The NEA Fund, Inc., registered under the Act as an 
open-end company, is the underlying investment vehicle 
for HM-SAB and the NEA contracts divisions of ELSA and 
LINSA. 


HM-SA and the non-NEA Contracts division of ELSA offer 
for sale to the public individual contracts and group certifi- 
cates to individuals and organizations that meet the require- 
ments of Section 401 or’Section 403(b) of the Internal 
Revenue Code. Horace Mann Fund, Inc., registered under 
the Act as an open-end company, is the underlying invest- 
ment vehicle for HM-SA and the non-NEA contracts divi- 
sion of ELSA. 


The Company proposes to issue a new form of combina- 
tion fixed-dollar and variable benefit annuity contract 

(the ““New Contract”) which will, in its variable annuity 
aspects, relate to HM-SAB. The variable annuity portions 
of the New Contract will be funded in the same investment 
media as are the present NEA Contracts, i.e., the NEA 
Fund, Inc. 


Purusuant to the NEA Contracts presently being issued, 
the following deductions are made from the gross stipu- 
lated payments made by each participant: (a) 4% plus 

‘ 50 cents per payment (75 cents if the payments are 
allocated to a fixed-dollar account and to a variable ac- 
count) for the death benefit and sales and administrative 
expenses, (b) any applicable state insurance premium 
taxes, and (c) a one-time certificate issuance fee of $20 
($30 if the payments are allocated to a fixed-dollar ac- 
count and to a variable account). In addition, an annual 
charge of .29% is made from the net assets of the NEA 
Contracts division of ELICA and LINSA and from the 
net assets of HM-SAB for the mortality and expense 
risks assumed by the respective Depositors. 


Pursuant to the New Contract, the following deductions 
will be made from the gross stipulated payments made 
by each participant: (a) 7.5% of the first $1,000 of 
gross stipulated payments, 6% on the next $4,000 of 
gross stipulated payments, 4% on the next $5,000 of 
gross stipulated payments and 2% on all subsequent gross 
stipulated payments, (b) any applicable state insurance 
premium taxes payable, and (c) a one-time contract or 
certificate issuance fee of $12 (which will be deducted 
from the first gross stipulated payment). In addition, the 
proposed New Contract provides for an annual charge 

of .60% for the mortality and expense risks assumed by 
the Company. 


Once the amended registration statement by HM-SAB 
relating to the New Contract is declared effective by the 
Commission and the respective state insurance depart- 
ments approve the annuity contract forms, the type of 


account (HM-SA, HM-SAB, ELSA or LINSA) and the respec- NEA Contract presently offered by HM-SAB and the 


tive general account of the Depositor (the “Fixed dollar’’ 
account). The variable annuity portions of the contracts 
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NEA Contracts divisions of ELSA and LINSA will no 
longer be offered for sale. 
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Section 11 





( Section 11(a) of the Act provides that it shall be unlawful 
for any registered open-end company or any principal 
underwriter for such a company to make or cause to be 
made an offer to the holder of a security of such company 
or of any other open-end investment company to exchange 
his security for a security in the same or another such com- 
pany on any basis other than the relative net asset values 
of the respective securities to be exchanged, unless the 
terms of the offer have first been submitted to and ap- 
proved by the Commission. Section 11(c) provides that, 
irrespective of the basis of the exchange, the provisions 

of subsection (a) shall be applicable to any type of offer 

or exchange of the securities of registered unit invest- 

ment trusts for the securities of any other investment 
company. 


Applicants request an order to permit the Company to 
offer to each participant who holds a certificate issued by 
HM-SAB or the NEA Contracts divisions of ELSA and 
LINSA the right to exchange his certificate for a contract 
or certificate under the New Contract. 


The right of exchange will be offered to participants on 
the basis of relative net assets, except for (a) a one time 
contract issuance fee of $12 to defray the administrative 
expenses incurred by the Company in effecting such a 
transfer and (b) the amount of any applicable state in- 
surance premium taxes (in most instances this amount 
will be offset by the state premium tax credit received 
by the insurance company on the terminated certifi- 
cate). The proposed right of exchange will expire on 
April 30, 1978. 


Applicants state that the New Contract offers the follow- 
ing advantages over the present NEA contracts: (a) a 
lower amount of deductions over a long-term period, 

(b) more frequent transfers between the fixed and vari- 
able accounts, (c) a higher guaranteed minimum interest 
rate for the fixed account, (d) a guaranteed refund of all 
fixed-dollar payments upon surrender of the Contract, 
(e) a broader selection of fixed-dollar annuity options. 


Applicants also request an order to permit the Company 
to offer participants holding certificates and contracts 


66-3A and 66-4A (the ‘’66’s’’) the opportunity to exchange 
their contracts and certificates for contracts and certifi- © 
cates of the type presently offered by HM-SA. 


The 66's were offered and sold from 1966, when the 
initial registration of HM-SA became effective, until 
1969, when the successor and present contract was be- 
ing issued in all states where HM-SA was licensed. None 
of the 66’s have been sold since 1969, but approximate- 
ly 1500 are currently in force and gross stipulated Pay- 
ments are still being made thereunder. 


Applicants state that the exchange will benefit the par- 
ticipants under the 66’s because the fixed accounts under 
the present HM-SA Contracts have higher guaranteed in- 
terest rates and lower charges for sales and administra- 
‘tive expense and the death benefit risk (5% of the gross 
stipulated payment, as opposed to 6% under the 66's). 





issued by HM-SA that bear the policy form numbers 66-2A, 


Section 22(d) and Section 6(c) 


Section 22(d) provides, in pertinent part, that no registered 
investment company shall sell any redeemable security 
issued by it to any person except at a current public 
offering price described in the prospectus. 


Section 6(c) provides that the Commission, by order upon 
application, may conditionally or unconditionally exempt 
any person, security, or transaction or any class or classes 
of persons, securities or transactions from any provision 
or provisions of the Act and the Rules promulgated there- 
under if and to the extent such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


Applicants request an exemption pursuant to Section 6{c) 
from Section 22(d) to the extent necessary to permit the 
following: 


(1) the exchange of present NEA Contracts for New Con- 
tracts with the only charges being the $12 contract or 
certificate issuance fee and any applicable state insurance 
premium taxes, 


(2) the exchange of the 66's for the present contracts or 
certificates issued by HM-SA without the imposition of 
any charges, fees or deductions, 


(3) the right of pz: ticipants under the New Contract 
offered by HM-SAB to transfer part or all of the cash 
value of their contract or certificate from their fixed- 
dollar account to their variable account with no charge 
or deduction imposed, provided, however, that no such 
transfer may be effected within one year of any previous 
transfer and that the amount transferred must be at 
least $1,000. 


(4) the right of participants under HM-SA and ELSA 
contracts to transfer part or all of the cash value of 
their respective contracts or certificates from their 
fixed dollar accounts to their variable accounts with 
no charge or deduction imposed, provided however, 
that no such transfer may be effected within three 
years of any previous transfer and that the amount 
transferred must be at least $1,000. 


Applicants state that, in all cases mentioned above, the 
appropriate charges and deductions have previously been 
made and to impose any additional costs on such trans- 
fers and exchange (other than the $12 contract issuance 
fee for the New Contract exchange) would impose an un- 
necessary accumulation of expenses to the detriment of 
the participants. 


Section 17(d) and Rule 17d-1 


Section 17(d) of the Act and Rule 17d-1 thereunder, taken 
together provide, among other things, that it shall be un- 
lawful for any affiliated person of a registered investment 
company or any affiliated person of such a person, acting 
as principal, to participate in, or effect any transaction in 
connection with any joint enterprise or arrangement in 
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which any such registered company is a participant unless 
an application regarding such arrangement has been grant- 
ed by an order of the Commission, and that, in passing 
upon such an application, the Commission will consider 
whether the participation of such registered company in 
such arrangement is consistent with the provisions, poli- 
cies and purposes of the Act, and the extent to which 
such participation is on a basis different from, or less 
advantageous than, that of other participants. Because 
the Depositors and HM-SAB, ELSA and LINSA are under 
common control, they are affiliated persons under Sec- 
tion 2(a)(3)(C) of the Act and thus, their participation 

in the proposed exchange offer of the New Contract 

for certificates issued by HM-SAB or the NEA contracts 
division of ELSA and LINSA may be deemed to be sub- 
ject to the provisions of Section 17(d) and Rule 17d-1. 


Applicants submit that the proposed exchange offer is con- 
sistent with the intent, provisions, policies and purposes 

of the Act, that it is not on a basis less advantageous to any 
one participant than another, that its terms are fair and 
reasonable and that it does not involve overreaching 

on the part of any of the Applicants. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 29, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or 

he may request that he be notified if the Commission 
shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request shall be served personally or by mail (air mail 

if the person being served is located more than 500 miles 
from the point of mailing) upon Applicants at the ad- 
dress stated above. Proof of such service (by affidavit, 

or in case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will 
be issued as of course following May 29, 1975, unless 

the Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who re- 
quest a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in 

this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 
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THE STALLION FUND, INC. 
133 East 35 Street 
New York, New York 10016 


(811-2073) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (“Act”), to declare by order on its 
own motion that The Stallion Fund, Inc. (““Fund’’), re- 
gistered under the Act as a diversified open-end invest- 
ment company, has ceased to be an investment company 
as defined in the Act. 


Fund registered under the Act on June 19, 1970. A regis- 
tration statement on Form S-5 (File No. 2-37939), filed 
by Fund under the Securities Act of 1933, became 
effective on June 2, 1972. Information in the Commis- 
sion’s files shows that the public offering was unsuccess- 
ful; that never more than 20 persons owned Fund shares 
and such persons were friends and members of the fam- 
ilies of the Fund's officers and directors. The files fur- 
ther show that no shares were offered after 1972 and 
that the Fund does not anticipate offering its securities 
to the public in the future. 


Section 3(c)(1) of the Act provides, in pertinent part, 
that an issuer is not an investment company within the 
meaning of the Act if its outstanding securities are owned 
beneficially by not more than 100 persons and it is not 
making and does presently propose to make a public 
offering of its securities. 


Section 8(f) of the Act provides, as here relevant, that 
when the Commission on its own motion or upon appli- 
cation, finds that a registered investment company has 
ceased to be an investment company, it shall so declare 
by order and, upon the effectiveness of such order, the 
registration of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than June 2, 1975, submit to the 
Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature 

of his interest, the reason for such request, and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Fund at the address stated above. Proof 

of such service (by affidavit, or in case of an attorney 

at law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the matter will be issued as of course follow- 
ing said date, unless the Commission thereafter orders 

a hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 

and orders issued in this matter, including the date of 
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the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8783/May 8, 1975 


In the Matter of 
FINANCIAL DYNAMICS FUND, INC. 
FINANCIAL VENTURE FUND, INC. 


1050 South Broadway 
Denver, Colorado 80201 


(812-3794) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 17(b) EXEMPTING PRO- 
POSED TRANSACTION FROM SECTION 17(a) OF 
THE ACT 


NOTICE IS HEREBY GIVEN that Financial Dynamics 
=und, Inc. (“Dynamics Fund”), and Financial Venture 
Fund, Inc. (“Venture Fund”), collectively referred to as 
the Funds, both registered under the Investment Com- 
pany Act of 1940 (“Act’’) as open-end investment com- 
panies, filed an application on April 11, 1975, pursu- 

ant to Section 17(b) of the Act for an order of the Com- 
mission exempting from the provisions of Section 17(a) 
thereof the proposed exchange of the assets of Venture 
Fund for shares of Dynamics Fund. All interested persons 
are referred to the application on file with the Commis- 
sion for a statement of the representations made therein, 
which are summarized below. 


The application states that the Funds have entered into 
an agreement and plan of reorganization (“Plan”) under 
which substantially all the assets of Venture Fund are 
to be purchased by Dynamics Fund in exchange for 
shares of Dynamics Fund at net asset value as of the 
valuation date as defined in the Plan. The Dynamics 
Fund shares will be distributed to holders of shares 

of Venture Fund in liquidation. 


Dynamics Fund and Venture Fund both have as their 
primary objective capital appreciation through invest- 
ment in specualative securities, principally common 
stocks, with current income an incidental objective. 
In implementation of their speculative investment 
policies, both Funds may engage in short term trading 
and thus may have a relatively high rate of portfolio turn- 
over. Both Funds have a limited power to borrow money 
‘or investment purposes which power has never been used 
either Fund. The investment restrictions of each Fund 
are substantially the same. Venture Fund is permitted to 
invest up to 10% of its assets in unregistered “restricted” 


securities while Dynamics Fund is not. Venture Fund is 
limited in amounts that may be invested in companies 
with less than a three-year record of continuous operation 
while Dynamics Fund has no such restriction. The direc- 
tors and officers of the Funds are identical. The invest- 
ment advisory agreements which each Fund has with Fi- 
nancial Programs, Inc., are the same in all respects. Both 
Funds offer their shares at net asset value without sales 

or redemption charges. Both Funds have identical cus- 
today agreements with the United Bank of Denver. 


On March 31, 1975, net assets of Dynamics Fund and 
Venture Fund amounted to $29,178,789 and $11,067,- 
571, respectively. Under the Plan, all securities and 

cash of Venture Fund (subject to the retention of it of 
cash estimated to be sufficient to pay its liabilities and 
expenses of liquidation and dissolution but not to ex- 
ceed $5,000) will be delivered to Dynmaics Fund in ex- 
change for shares of Dynamics Fund. The exchange will 
be based upon the net asset value of Venture Fund and 
the net asset value per share of Dynamics Fund as of the 
close of business on the valuation date. If the transaction 
had taken place (on the basis of unaudited financial 
statements) at March 31, 1975, the shareholders of Ven- 
ture Fund would have received 1.023 shares of Dy- 
namics Fund having a value of $3.42 per share for each 
share of Venture Fund held by them. 


There is no adjustment contemplated to give credit for 
the tax consequences which might inhere, in different 
proportions, in the respective portfolios of Dynamics 
Fund and Venture Fund for realized and unrealized 
capital gains and losses. As of January 31, 1975, Venture 
Fund had unrealized capital depreciation of $2,456,016. 
The application states that the long-term benefit to the 
shareholders of Dynamics Fund, however, would be highly 
theoretical, because Dynamics Fund itself had as of that 
date realized losses (including carry-forward losses) of 
$45, 542,641 and unrealized capital depreciation of 
$1,314,654, more than sufficient to offset its realizable 
gains. It is further stated that one theoretical purpose of 
such tax adjustment is to limit the benefit which an 
acquiring fund derives from realized losses of the ac- 
quired fund, but this benefit inures only to a fund with 
a portfolio market value in excess of its tax cost basis. 
The portfolios of both Venture Fund and Dynamics 
Fund have market values substantially less than their 
respective tax cost bases. 


The Plan is contingent upon (1) approval by the share- 
holders of Venture Fund; and (2) registration under the 
Securities Act of 1933 of Dynamics Fund shares to be 
distributed to shareholders of Venture Fund. The appli- 
cation states that the Plan is for the benefit of both of 
the Funds. It is alleged that both Funds will benefit from 
increased diversification of investments and anticipated 
savings of expenses as a percent of assets; e.g., various 
fixed expenses such as legal, auditing, stockholder re- 
ports, Commission filings, and other administrative 

costs can be reduced. Dynamics Fund will bendfit by 

the acquisition of portfolio securities without incurring 
the usual transaction costs or brokerage fees. In the opin- 
ion of management of Dynamics Fund, substantially all 
of the securities in Venture Fund's portfolio are con- 
sistent with the investment policies of Dynamics Fund. 


SEC DOCKET/879 








The Funds are parties to certain litigation identified in 

the Plan. The Plan provides for the assignment to Dynamics 
Fund of all claims asserted by Venture Fund in the lawsuits 
in which Venture Fund is a plaintiff and for the assump- 
tion by Dynamics Fund of all liability of Venture Fund 

as may finally be determined in the lawsuits in which Ven- 
ture Fund is a defendant. 


Except for.expenses which Financial Programs, Inc., the 
Funds’ investment adviser, is obligated to bear under its 
contracts with the Funds, each Fund will pay its own ex- 
penses in connection with the Plan whether or not it is 
consummated, provided, that any expenses which are 
unbilled (and hence not reflected in the relative net asset 
values of the Funds) as of the exchange date shall, upon 
consummation of the Plan, be paid by Dynamics Fund. 


Section 17(a) of the Act prohibits an affiliated person 

of a registered investment company, or an affiliated per- 
son of such a person, from selling to or purchasing from 
such registered company any security or other property, 
subject to certain exceptions, unless the Commission 
upon application, pursuant to Section 17(b) of the Act, 
grants an exemption from the provisions of Section 17(a) 
of the Act upon a finding that the terms of the proposed 
transaction, including the consideration to be paid, are 
reasonable and fair and do not involve over-reaching on 
the part of any person concerned, that the proposed 
transaction is consistent with the policy of each regis- 
tered investment company concerned, as recited in its 
registration statement and reports filed under the Act, 
and is consistent with the general purposes of the Act. 


Funds submit that the proposed transaction meets all 

of the standards of Section 17(b) of the Act, because among 
other things the exchange is to take place solely on the basis 
of relative net asset values; nothing in the recited policy of 
either of the Funds forbids the proposed transaction; share- 
holders of Venture Fund are being fully advised of the in- 
vestment policies of Dynamics Fund; the transaction will 
serve to reduce the per share amount of certain fixed ex- 
penses which presently duplicate one another; and the 
transaction is consistent with the general purposes of 

the Act because as part of the Plan the shareholders of 
Venture Fund will be come shareholders of Dynamics 

Fund which is itself a registered investment company. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than June 2, 1975, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Funds at the address stated above. Proof 

of such service (by affidavit, or in the case of an attorney 
at law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the matter herein will be issued as of course 
following said date unless the Commission thereafter 
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orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8784/May 9, 1975 


See Securities Act Release No. 5586/May 9, 1975. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8785/May 9, 1975 


In the Matter of 


AXE-HOUGHTON STOCK FUND, INC. 
400 Benedict Avenue 
Tarrytown, New York 10591 


(811-118) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On April 8, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8747) of an application on behalf 
of Axe-Houghton Stock Fund, Inc. (“Stock Fund”), a 
Delaware corporation registered under the Investment 
Company Act of 1940 (“Act”) as an open-end, diversified 
management investment company, filed on February 21, 
1975, pursuant to Section 8(f) of the Act for an order 
declaring that Stock Fund has ceased to be an investment 
company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered and it is found that 
Stock Fund has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, that 
the registration of Axe-Houghton Stock Fund, Inc. under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8786/May 9, 1975 


In the Matter of 


AXE-HOUGHTON FUND 4A, INC. 
400 Benedict Avenue 
Tarrytown, New York 10591 


(811-282) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On April 8, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8748) of an application on behalf 
of Axe-Houghton Fund A, Inc. (“Fund A”), a Delaware 
corporation registered under the Investment Company 
Act of 1940 (““Act’’) as an open-end, diversified manage- 
ment investment company, filed on February 21, 1975, 
pursuant to Section 8(f) of the Act for an order declar- 
ing that Fund A has ceased to be as investment com- 
pany as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of 

the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 

has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered and it is found that 
Fund A has ceased to be an investment company. 
Accordingly, 


IT iS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Axe-Houghton Fund A, Inc. 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated author- 
ity. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8787/May 9, 1975 


In the Matter of 
AXE-HOUGHTON FUND B, INC. 


400 Benedict Avenue 
Tarrytown, New York 10591 





(811-273) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On April 8, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8746) of an application on behalf 
of Axe-Houghton Fund B, Inc. (“Fund B’’), a Delaware 
corporation registered under the Investment Company 
Act of 1940 (“Act’’) as an open-end diversified manage- 
ment investment company, filed on February 21, 1975, 
pursuant’ to Section 8(f) of the Act for an order declar- 
ing that Fund B has ceased to be an investment company 
as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter has been considered and it is found that 
Fund B has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Axe-Houghton Fund B, Inc., 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 459/May 7, 1975 


In the Matter of 


CONNECTICUT MUTUAL LIFE INSURANCE COMPANY 
140 Garden Street 
Hartford, Connecticut 10020 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 206A OF THE ACT FOR EXEMPTION FROM 
THE PROVISIONS OF SECTION 205(1) OF THE ACT 


NOTICE IS HEREBY GIVEN that Connecticut Mutual 

Life Insurance Company (“Applicant”), registered as an 
investment adviser under the Investment Advisers Act of 
1940 (“Act”), filed an application on February 3, 1975, 
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and an amendment thereto on April 28, 1975, for an e-emp- 
tion pursuant to Section 206A of the Act with respect to 
the creation of a real estate investment limited partnership 
to be named CM Properties. All intet ested persons are re- 
ferred to the application on file with the Commission for 

a statement of the representations contained therein, which 
are summarized below. 


Applicant, a mutual insurer with its princiapl office in 
Hartford, Connecticut, proposes to create a real estate 
limited partnership to be named CM Properties which will 
invest in real estate and real estate interests which may be 
deemed to be securities. Applicant will be the general 
partner of CM Properties and proposes to contribute ap- 
proximately 50% of the capital of CM Properties, in the 
form of real estate. Applicant will retain its proportional 
interest in CM Properties until the latter’s dissolution. 
Applicant will offer limited partnership interests to in- 
stitutional investors, such as pension funds and founda- 
tions. The minimum investment of each limited partner 
will be $1,000,000, in cash. 


Applicant intends to serve as manager of CM Properties and 
will receive an annual management fee of 1%4% of the net 
asset value of the partnership. To the extent profits are 
available, they will be allocated so as to provide, on a cum- 
ulative basis: 


first, an 8% annual return to the limited partners on their 
capital; 


second, an 8% annual return to Applicant on its capital; 


third, a further 2% annual return to all partners on their 
capital; and 


fourth, 62.5% of any additional profits to Applicant and 
37.5% to the limited partners. 


Section 205(1) of the Act, in pertinent part, prohibits an 
investment adviser from making use of the mails or any 
means or instrumentality of interstate commerce to enter 
into or perform any investment advisory contract which 
provides for compensation to the investment adviser on 
the basis of a share of capital gains upon or capital ap- 
preciation of the funds or any portion of the funds of 
the client. 


However, that section expects from the above prohibition 
an investment advisory contract with an investment com- 
pany registered under the Investment Company Act of 
1940, or any other person (except a trust, collective 

trust fund or separate account referred to in Section 3(c) 
(11) of the Investment Company Act of 1940), provided 
that the contract relates to the investment of assets in 
excess of $1 million and provides for compensation based 
on the asset value of the company or fund under manage- 
ment averaged over a specified period and increasing and 
decreasing proportionately with the investment perform- 
ance of the company or fund over a specified period in 
relation to the investment record of an appropriate index 
of securities prices or such other measure of investment 
performance as the Commission by rule, regulation, or 
order may specify. For purposes of the preceding sentence, 
the point from which increases and decreases in compensa- 
tion are measured shall be the fee which is paid or earned 
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when the investment performance of such company or 
fund is equivalent to that of the index or other measure 
of performance, and an index of securities prices shall 
be deemed appropriate unless the Commission by order 
shalt determine otherwise. 


If Applicant’s proposed contract is subject to Section 
205, the above exception is unavilable to it because of 
tne potential inclusion of pension funds as limited 
partners and because of the terms of the proposed com- 
pensation. Thus, Applicant is prohibited from entering 
into or performing the proposed advisory contract with- 
out an exemption. 


Section 206A of the Act provides that the Commission, 

by order upon application, may conditionally or uncondition- 
ally exempt any person or transaction, or any class or classes 
of persons, or transactions, from any provision or provisions 
of the Act, if and to the extent that such exemption is neces- 
sary Or appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly intend- 
ed by the policy and provisions of the Act. 


Applicant alleges initially that the proposed arrangement 
represents only an agreement among the partners as to the 
allocation of the return on their capital. Thus, Applicant 
states, it will subordinate its right to receive a return of 
capital to the right of the limited partners to receive an 8% 
annual return of their capital, in return for the right to re- 
ceive a disproportionately higher return above the level of 
a 10% annual profit. 


Applicant also represents that if the agreement is deemed 
subject to the Act, the alleged compensation is not of the 
character that Section 205(1) of the Act is intended to 
prohibit. Additionally, Applicant states that its 50% inter- 
est in CM Properties will minimize any possibility that 
Applicant will engage in speculative investing. It is also 
alleged that the investors in CM Properties will be highly 
sophisticated institutions. Finally, Applicant states that, 
since this investment vehicle is concerned primarily with 
real estate rather than securities, aliowances may be 
made for the arrangements for compensation therein. 


Applicant further asserts that the exemption requested 
is necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than June 2, 1975, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served 
is located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of such 
service (by affidavit or in case of an attorney at law by 
certificate) shall be filed contemporaneously with the re- 
quest. An order disposing of the application herein will 


qe 
be issued as of course following said date, unless the Com- 
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or advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of hearing (if ordered) and any postponements 
thereof. 


” mission’s own motion. Persons who request a hearing 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6862/May 5, 1975 


SEC v. HERSHBERGER ENTERPRISES, INC., et al. 
(District of Kansas) 


Robert F. Watson, Administrator of the Fort Worth 
Regional Office of the Securities.and Exchange Com- 
mission, and Jack H. Bookey, Administrator fo the 
Seattle Regional Office of the Securities and Exchange 
Commission, announced that on April 24, 1975, Fed- 
eral District Judge Frank G. Theis, at Wichita, Kansas, 
2ntered an Order of Permanent Injunction by Consent 
against Cosse International Securities, Inc., and Charles 
B. Cosse, both of Seattle, Washington. Cosse consented 
to the entry of the injunction without admitting or 
denying the allegations in the Commission’s Complaint 
filed February 25, 1975. 


It was also announced that on April 28, 1975, Judge 
Theis entered a Judgment by Default against Hersh- 
berger Enterprises, Inc., of Wichita, Kansas. 


Herschberger Enterprises, Inc., Cosse, and Cosse Inter- 
national Securities, Inc. were charged in the Complaint 
with violations of the registration and antifraud provi- 
sions of the federal securities laws in the offer and sale 
of fractional undivided working interests in oil and gas 
leases issued by Hershberger Enterprises, Inc. 


For further information, see Litigation Release Nos. 6765 
and 6772. 





Litigation Release No. 6863/May 5, 1975 


UNITED STATES v. IVAN ALAN EZRINE, et al. 
(SDNY) 75 Civ. 363 


William D. Moran, Administrator of the New York Re- 





gional Office and Paul J. Curran, United States Attorney 
for the Southern District of New York announced that 
on April 14, 1975 a federal grand jury returned an 18 
count indictment against seven defendants in connection 
with the public offering of the common stock of Minute 
Approved Credit Plan, Inc. (“Minute”). Named as de- 
fendants were Ivan Allan Ezrine, formerly of Mill Neck, 
New York; Joseph Lichtman, Brooklyn, New York, pre- 
sident of Minute; Murray Lichtman, Queens, New York, 
secretary/treasurer of Minute; Leon Mayer, Brooklyn, 
New York, a former registered representative; and Ed- 
ward Vassalo, Lawrence Goral and Anthony L. Greco, 
Jr., of New Jersey. Named as unindicted co-corspirators 
were Sidney Stein, formerly of Miami Beach, Florida; 
and Michael Hellerman, formerly of Queens, New York. 


The indictment charged the defendants with canspiracy, 
mail fraud, wire fraud, securities fraud and making false, 
fictitious and fraudulent statements in documents filed 
with the Commission. It was alleged that, during the 
period from 1971 to August 1972, secret cash payments 
were utilized to sell Minute shares to the public. These 
payments were allegedly made by the Lichtmans to Ez- 
rine, Hellerman and Stein. In addition, it was charged 

that the defendants falsified purchases of approximately 
30,000 of the 50,000 Minute shares purportedly sold to 
the public. In that connection, the grand jury also charged 
that it was falsely reported to the Commission that 50,000 
shares of Minute stock had been sold to the public when 
in fact only 20,000 shares had actually been sold. 


Previously, Minute and Joseph and Murray Lichtman had 
been permanently enjoined from further violations of the 
registration and antifraud provisions of the federal se- 
curities laws. Minute is currently in liquidation pursuant 
to Chapter X of the Bankruptcy Act. 


For further information, see Litigation Release No. 5556, 
Securities Act Release Nos. 5322 and 5380 and Securities 
Exchange Act Release Nos. 10019, 10598, 10819 and 
10928. 





Litigation Release No. 6864/May 5, 1975 


SEC v. PACIFIC COAST PROPERTIES, INC. 
U.S. District Court for the District of Columbia 
Civil Action No. 75- 


The Securities and Exchange Commission announced the 
filing of a complaint in the United States District Court for 
the District of Columbia on May 2, 1975, seeking a court 
order directing Pacific Coast Properties, Inc. (“PCP”), a 
Delaware corporation, with principal offices in Malibu, 
California, to comply with the reporting provisions of the 
Securities Exchange Act of 1934 (‘Exchange Act”’) and 
seeking a permanent injunction against further such viola- 
tions. 


According to the Commission’s complaint against PCP, 
that company failed to file its Items 2 and 10 (Summary 
of Operations and Financial Statements) of its annual 
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report on Form 10-K for the fiscal year ended December 
31, 1974 with the Commission. 





Litigation Release No. 6865/May 5, 1975 


US v. CHESS WILBURN BARR, III, et al. 
(CR 74-1107-AAH, C.D. CA) 


William D. Keller, United States Attorney for the Central 
District of California, and Gerald E. Boltz, Administrator 

of the Los Angeles Regional Office of the Securities and 
Exchange Commission, announced that on April 23, 1975, 
and April 28, 1975, respectively, Louis C. Schiess and Dwyn 
Louis Hendrickson, both of Los Angeles, California, pled 


guilty in Federal District Court in Los Angeles, California, 
to one count of conspiracy to commit securities fraud, mail 
fraud, and wire fraud and to sell unregistered securities 

and one additional count charging each with the unlawful 


sale of unregistered securities. The Indictment which re- 
sulted in these pleas consisted of a total of 25 counts 
charged conspiracy, mail fraud, securities fraud, and the 
sale of unregistered securities in connection with transac- 
tions in stock of Barr Financial, Ltd., and was returned on 
July 30, 1974. 


At the time these pleas were entered, Federal Judge A. An- 
drew Hauk sentenced each defendant to serve two years in 
prison and to pay fines of $5,000 by Schiess and $2,500 
by Hendrickson. 


Chess Wilburn Barr, I11, the only remaining defendant in 
this matter, is presently a fugitive whose whereabouts are 
unknown. 


The conspiracy Count to which Schiess and Hendrickson 
pled guilty charged that over a three-year period from Jan- 
uary 1969 through about January 1972, the defendants and 
others combined together to sell and distribute the stock of 
Barr Financial, Ltd., and committed a variety of fraudulent 
acts to accomplish that purpose. As a result of that conspir- 
acy, over 500,000 shares of Barr Financial stock were sold 
to stock brokers for resale and distribution to the public, 
raising more than $1 million from those brokers. In carry- 
ing out that conspiracy, the Indictment charged, the de- 
fendants acquired two dormant, inactive corporations and 
created Barr Financial, Ltd. by what was made to appear as 
a merger between those corporations; issued stock to them- 
selves under assumed names and to persons who acted as 
their nominees thereby concealing their own personal in- 
terest in the sale of unregistered Barr Financial stock; used 
press releases and other means to fraudulently inflate the 
assets and worth of Barr Financial, Ltd. and to falsely re- 
port its claimed acquisitions in the marine sports industry; 
purchased shares of Barr Financial stock at the same time 
they were selling in order to create an artificial market and 
demand for that stock; and offered inducements to stock 
brokers to sell Barr Financial stock. 


Schiess, age 39, was the cice-president of Barr Financial, 
Ltd. and is a defendant, along with Barr and one other, in 
an Indictment in Colorado charging violation of that 

state’s theft and securities laws arising out of the operations 
of Continental Silver Corporation. Hendrickson, age 38, was 
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not an officer of Barr Financial, but did business under 
the name Hanson Investments, Duane Lee Hanson, and 
David Lee Henry. 


Also arising from the operations of Barr Financial, Ltd., 
in August 1974 Ronald W. Branham, Barr Financial's 
public relations man, pled guilty to charges in an Infor- 
mation of issuing a false press release in violation of 

the fraud provisions of the Securities Exchange Act of 
1934 regarding one of the acquisitions by that company. 
On October 2, 1974, Branham was sentenced to two 
years on probation and to pay a $1,000 fine, $500 of 
which was suspended. 


For further information see Litigation Release No. 6460. 





Litigation Release No. 6866/May 6, 1975 


SEC v. DOUGLASS S. WARREN, et al. 
(D. Utah Civ. Action No. C-74-362) 


Robert H. Davenport, Regional Administrator of the Denver 
Regional Office of the Securities and Exchange Commission 
announced that on March 27, 1975 the Honorable Willis 

W. Ritter, U. S. District Chief Judge for the District of 
Utah, entered an order of default judgment enjoining Lynn 
H. Zemp from violations of the registration and antifraud 
provisions of the securities laws in the offer and sale of 
securities of Universal Trade Corporation of Provo, Utah, 
namely investment contracts, certificates of interest or 
participation in profit sharing agreements, evidences of 
indebtedness or interests or instruments commonly known 
as a security relating to an investment in silver or any other 
security of any issuer whatsoever. 


For further information see Litigation Release Nos. 6606 
and 6696. 





Litigation Release No. 6867/May 6, 1975 


SEC v. SILVER MINT MORTGAGE CO., LTD.., et al. 
(D. Utah C-74-353) 


Robert H. Davenport, Regional Administrator of the Denver 
Regional Office of the SEC announced that on April 16, 
1975 U. S. District Judge Willis W. Ritter, signed a consent 


judgment of permanent injunction against George E. Twibey, 


defendant in the Commission’s injunctive action against Sil- 
ver Mint Mortgage Co., Ltd., et al. The judgment permanent 
ly enjoins George E. Twibey from violating the registration 
and antifraud provisions of the securities laws with respect 
to the offer and sale of investment contracts, certificates of 
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of indebtedness or interests or instruments commonly 
known as a security in the form of silver investment agree- 
ments or any other securities of any issuer whatsoever. The 
defendant consented to the entry of the permanent injunc- 
tion without admitting or denying the allegations in the 
complaint. For further information see Litigation Release 
Nos. 6585 and 6682. 
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tigation Release No. 6868/May 6, 1975 


EC v. HORVAT, MANISCALCO & CO.., et al. 
).N.J.) 


illiam D. Moran, Regional Administrator of the New York 
egional Office of the SEC announced today that on April 
5, 1975 the Commission filed a Complaint in the U. S. 
istrict Court in Newark, New Jersey charging Horvat, 
aniscalco & Co., a broker-dealer located at 205 North 
lashington Avenue, Bergenfield, New Jersey and Peter 

hn Horvat of Woodridge, New Jersey, its general partner, 
ith violating the Commission’s antifraud provisions under 
ection 10(b) of the Securities Exchange Act of 1934, and 
ule 10b-5 thereunder and charging Horvat, Maniscalco & 
0. with violating and Peter John Horvat with aiding and 
getting violations of, the Commission’s net capital, segre- 
ition, bookkeeping, examination, financial reporting, and 
ipplemental reporting requirements under Sections 10(b), 
5(c)(3) and 17(a) of the Securities Exchange Act of 1934, 
ad Rules 10b-5, 15c3-1, 15c3-3, 17a-3, 17a-4, 17a-5, and 
7a-11 thereunder. In its Complaint, the Commission re- 
uested preliminary and permanent injunctions enjoining 
ve defendants from further violations of these provisions 

; well as the appointment of a temporary receiver for Hor- 
at, Maniscalco & Co. 


in the same day, the Securities Investor Protection Cor- 
oration (“SIPC”) filed an application alleging that Hor- 
at, Maniscalco & Co. has failed to meet its obligations to 
s customers and that such customers are in need of pro- 
‘ction under the Securities Investor Protection Act of 
970. In its application SIPC request the appointment of 
trustee for the purpose of liquidating Horvat, Maniscalco 
i Co. 


is part of the violative conduct engaged in by the defend- 
nts, the Commission’s pleadings allege that customers 
unds were solicited and accepted by the firm purportedly 
or the purchase of certificates of deposit and other securi- 
ies. In fact, no securities were ever purchased on behalf 

f the customers and the funds, approximately $450,000, 
vere converted by the defendants in order to satisfy obli- 
ations to others previously incurred. 





itigation Release No. 6869/May 7, 1975 


Nilliam D. Moran, Administrator of the New York Region- 
| Office announced that the following sentences were im- 
sed by the Honorable Lloyd F. MacMahon in the case 
tf United States v. Acton, et al., 74 Crim. 908 (SDNY): 





Defendant Date of 

Defendant Sentence Sentence 

Burney Acton 1/13/75 

Burney Acton 1/13/75 Two years, 3 months to 
be served in jail with the 
remaining 21 months sus- 
pended while Acton is on 

] probation 

Michael Clegg 1/13/75 Two years 


Joseph Azzerone 1/13/75 Two years susper 


Howard Finklestein 3/31/75 Tw 


Anthony Scardino 3/31/75 Tw 


Alan Segal 3/31/75 T 

Edward Zuber 3/31 

Acton, Ciegg and Azzerone had previously ed guilty to 
charges of conspiracy to violate ar ve violat 

of the federal securities laws. Finklest Scard Segal 


and Zuber were found gu 
conspiracy to violate and s 
al securities laws. The def 


ber 24, 1974 in connection wit ; ' mmon 
stock of Pioneer Devel ‘ 
For further information, see Litiga . Nos. 6541 


and 6669. 
Litigation Release No. 6870/May 8, 1975 


SEC v. “ILLIAM M. REESE, SR 


(N.D. Tex.) 

Robert F. Watson, Administrator of t Fort Worth Region 
al Office yf the Securities E » min yr na 
Frank D. McCown, U. S. Attorney f he N rn District 
of Texas, today announced that Federal District Juc 
William M. Taylor, Jr., at D lay § 5, fe j 
William M. Reese, Sr., Dalla t tempt foll 

his plea of nolo contendere to one count of a criminal i 
formation. 

The information, which wa 29, 1974, charged 
Reese with two counts of criminal contempt of an or : 
permanent injunction entered by Judge Taylor on October 
5, 1968, which permanently enjo Rees Sr. and others 
from violations of the registration and antifr rovisions 


of the federal securities laws 


n the offe 

common stock American Southwest De 

d December 1971 
permanent injunc- 


criminal contempt of 1 Co 


The information charged that Reese, Sr 
and sale of the 
velopment Corporation during t 
through May 1973, willfully violated the 
tion and was in 
Judge Taylor set sentencing for 30, 1975. F Turtner 
information, see Litigation f ase N : 1, 5977, 6365 
and 6366. 


irt’s oraer 


Litigation Release No. 6871/May 8, 1975 


SEC v. BRENT FIELDS, DANIELS & MARTIN, LTD 

(N.D. tll. Civ. No. 75 C 1203) 

William D. Goldsberry, Regional Administrator of the Chica 
go Regional Office of the SEC, announced today that o 
April 16 1975, the Commission fils 3 complaint in Federal! 
District Court in Chicago (Northern District of Mlinc 

against Brent Fields, Daniels & Martin, Ltd.; United S 
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Bullion; United States Bullion, Inc.; United States Gold Cor- 
poration; Gold Lake Mining Corporation; Roger C. Ander- 
son, Los Angeles, California; Daniel Goldstein, a/k/a Niel 
Daniels, Atlanta Georgia; Harold Goldstein, Los Angeles, 
California; and Henry H. Harper, Chicago, Illinois; seeking 
an injunction from further violations of the registration and 
antifraud provisions of the Federal securities laws (Sections 
5 and 17(a) of the Securities Act of 1933 and Section 10(b) 
of the Securities Exchange Act of 1934 and Rule 10b-5 
thereunder) in the sale of securities including defendants’ 
investment program relating to the sale of gold concentrate 
and gold bullion. The Commission’s complaint also seeks 
the appointment of a receiver for the defendant corpora- 
tions, an accounting from defendants of funds raised from 
investors, disgorgement of profits, a freeze on the personal 
assets of the individual defendants, and an order against 
dissipating assets of the defendant corporations. The Com- 
mission’s complaint alleges that the defendants are selling 
securities which are not registered with the Commission and 
are engaging in fraud in the sale of these securities as sum- 
marized below. 


In affidavits filed with the Court, the Commission alleged 
that since January 26, 1975, United States Bullion, a divi- 
sion of Brent Fields, Daniels & Martin, Ltd.; United States 
Bullion, Inc.; and United States Gold Corporation have, in 
connection with Gold Lake Mining Corporation, offered 
and sold to the public approximately 6,000 troy ounces of 
gold bullion, worth over $1,000,000. Purchasers of this 
bullion, however, have only a contingent, present interest 

in a small amount of unprocessed gold concentrate—a form 
of gold ore—and must, in order to receive bullion, rely total- 


ly on the ancillary services offered by the subject companies. 


These services purportedly include, at no cost, the refine- 
ment of the concentrate and bullion, and the deferred de- 
livery of the bullion for a period of up to one year. In addi- 
tion, customers are required to deposit only forty to fifty 
percent of the value of the bullion, with the balance due 
only upon delivery. 


Gold Lake Mining Corporation, represented as the primary 
source of the gold buillion, was only formed in February, 
1975; as yet, it has not produced a single ounce of gold con- 
centrate or bullion for any customer of the subject compan- 
ies and presently has no mines or other properties producing 
gold concentrate or bullion. 


The cash and other assets received from the public as pro- 
ceeds of these sales have been freely transferred among and 
between the above companies, commingled with their other 
assets, and used tc finance their operations. 


On April 17, 1975, the Honorable Joel M. Flaum entered a 
temporary restraining order restraining the defendants from 
violations of the registration and antifraud provisions of the 
Federal securities laws and from altering, destroying, con- 
cealing, disposing, dissipating, transferring or removing any 
books, records, documents, correspondence, funds or assets 
of defendants Brent Fields, Daniels & Martin, Ltd.; Gold 
Lake Mining Corporation; United States Bullion; United 
States Bullion, Inc.; and United States Gold Corporation. 
The Court ordered that the defendants appear before the 
Court on April 22, 1975, and show cause why a Preliminary 
Injunction should not be granted. 
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Litigation Release No. 6872/May 8, 1975 


SEC v. HOWARD GARFINKLE, et al. 
(SDNY) 


The Commission announced that on February 14, 1975, 
Judge Charles Metzner of the U. S. District Court for the 
Southern District of New York issued an order of perma- 
nent injunction against David Ward, (Ward) enjoining him 
from further violations of the registration and antifraud 
provisions of the Securities Laws. The order was issued 
pursuant to a consent offer. The Commission in its com- 
plaint alleged that Ward had been offering for sale and 
selling unregistered interests in real estate limited partner- 
ships by use of false and misleading offering circulars. 





Litigation Release No. 6873/May 8, 1975 
SEC v. BARNWELL INDUSTRIES, INC., et al. 


On May 8, 1975, the SEC filed a Complaint for Injunctive 
and Other Relief in the U. S. District Court for the District 
of Columbia against Barnwell Industries, Inc. (““Barnwell’’) 
and its President, Morton H. Kinzler (“‘Kinzler’’), alleging 
violations of the antifraud, reporting and proxy solicitation 
provisions of the Federal securities laws. 


The Complaint alleges, among other things, that Barnwell 
and Kinzler, in offering interests in oil and gas limited 
partnerships and joint ventures between 1969 and 1973, 
made side agreements with some participants, failed to dis- 
close or offer the side agreements to all particpants, and 
failed, until December, 1974, to disclose the existence of the 
side agreements to Barnwell’s independent auditors. The side 
agreements provided that Barnwell would agree to provide 
the participants an option to recover all or portion of their 
original investment if oil and gas drilling proved unsuccessful. 


The Complaint further alleges that between 1969 and 1974 
Barnwell and Kinzler filed and disseminated false and mis- 
leading annual and periodic reports, proxy solicitation ma- 
terials and press releases which failed to disclose the exist- 
ence of the side agreements and contained financial state- 
ments of Barnwell which materially overstated operating 
revenues, net earnings, net earnings per share, and retained 
earnings, because of, among other things, the improper in- 
clusion in current revenues of portions of participants’ in- 
vestments subject to the undisclosed side agreements. 


In addition, the Complaint alleges that in April of 1975, at 
the instance of Barnwell’s independent auditors, Barnwell 
filed with the Commission, with its annual report on Form 
10-K for the fiscal year ended September 30, 1974, restated 
financial statements for the fiscal years ended September 30, 
1970 through September 30, 1973, which corrected the 
effects of the previous overstatements. The annual report re- 
flects that operating revenues had been overstated by $137,- 
800 in fiscal 1970, $391,500 in fiscal 1972, and $908,400 
in fiscal 1973, and that net earnings had been overstated by 
$137,800 in fiscal 1970, $33,000 in fiscal 1971, $350,000 
in fiscal 1972, and $168,800 in fiscal 1973. 


Barnwell‘s common stock is traded on the American Stock 
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Exchange. Trading was halted by the Exchange on January 
4, 1975, at the request of Barnwell. 


e defendants consented to the entry of the permanent 
injunction against violations of the antifraud, proxy solici- 
tation and reporting provisions of the securities laws, with- 
out admitting or denying the allegations in the Complaint. 





Litigation Release No. 6874/May 9, 1975 


UNITED STATES v. CHARLES D. ERB AND 
FRANKLIN S. DeBOER 
(S.D. New York) 


The SEC today annoucned that on May 2, 1975, a jury 
convicted Charles Erb and Franklin DeBoer, both former 
managing partners of the defunct firm of Baerwald & De- 
Boer, of, among other things, violating the federal securi- 
ties laws in connection with the offer and sale of the 
common stock of XPrint Corporation. Erb and DeBoer 
were convicted on ten counts and one count respectively, 
with each count carrying a possible maximum five-year 
prison sentence and fine, The indictment alleged that 
these two partners used nominees to conceal their owner- 
ship of XPrint stock at a time when their firm was under- 
writing the offering, and in connection therewith, they 
caused false and misleading documents to be filed with the 





tuses to the public. 








TRUST INDENTURE 





TRUST INDENTURE ACT OF 1939 
Release No. 393/May 6, 1975 


The SEC has issued a notice giving interested persons until 
May 29, 1975, to request a hearing upon an application of 
Corning Glass Works for a finding that the trusteeships of 
First National City Bank under two existing indentures, 
dated as of November 15, 1973 and November 1, 1974 
respectively, qualified under the Trust Indenture Act of . 
1939 (the “‘Act’”’) and three existing indentures, dated 
October 1, 1951, March 15, 1971, and June 15, 1971, 
not so qualified under the Act are not so likely to involve 
amaterial conflict of interest as to make it necessary in 

the public interest or for protection of investors to dis- 
qualify First National City Bank from acting as trustee 
under these indentures. 





- TRUST INDENTURE ACT OF 1939 





Release No. 394/May 7, 1975 


The SEC has issued an order under the Trust Indenture Act 
fAct’’) on application of Jones & Laughlin Steel Corpora- 
n that the trusteeship of Mellon Bank N. A. under two 
dentures is not so likely to involve a material conflict of 


Commission and disseminated false and misleading prospec- 


interest as to make it necessary to disqualify Mellon Bank 
N.A. from acting as trustee. 





TRUST INDENTURE ACT OF 1939 
Release No. 395/May 9, 1975 


The SEC has issued a notice giving interested persons until 
June 4, 1975 to request a hearing on an application by 
The Dow Chemical Company (“Dow”), a Delaware cor- 
poration, pursuant to Section 310(b)(1)(ii) of the Trust 
Indenture Act of 1936 declaring that the trusteeship of 
First National City Bank under two indentures relating 

to Dow is not so liekly to involve a material conflict of 
interest as to make it necessary to disqualify First National 
City Bank from acting as trustee. 





TRUST INDENTURE ACT OF 1939 
Release No. 396/May 9, 1975 


The SEC has issued an order under the Trust Indenture Act 
of 1939 on application of American Airlines, Inc. (the 
“Company”) that the trusteeships of Bankers Trust Com- 
pany under five indentures of the Company is not so likely 
to invoive a material conflict of interest as to make it 
necessary to disqualify Bankers Trust Company from acting 
as trustee. 
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